Goy 
= wr) Pee HL oe # Va) Publication 
=o Rus J \ re", SLA > ee iA : RA sy HQ a —~ 
—7 nl ae! Daeg , A “Ob t } el i€ : , y \ Hels 
| —°? Pa * oe 
— Tyee > 
=—o poeeeneran \ 
—r SELECT COMMITTEE ON CONSUMER CREDIT 
————1 70) 
Proceedings of the hearing 
q] spe held at the Parliament Build- 
7, - Sogsgal ings, Toronto, Ontario, on 


the 24th day of July, 1963. 


CO MoM LS oO Mt 


Mr. H. J. Price -~-Chairman 
Mr. J. Sedgwick, Q.C, ~-Commission Coynsel 
Mrs. S. Dell --Secretary 


me ee ie ee ee — se oe ne 


POR i) Nes 


Mr. D. W. Irwin, C.A. --Financial 
Consultant 

Mr. M. Belanger -~-Member 

Mr. P. Hoffman ~-Member 

Mr. W. G. Noden ~-Member 

Mr. L. Letherby --Member 

Mr. L. Reilly --Member 

Mr. J. White ~-Member 

Mr. D. C, MacDonald --Member 

Mr. G. Bukator ~-Member 


Mr. A. F. Lawrence ~~Member 


ee 


AP PRARANCES: 


Mr, H. Lasimer ~-Harry Latimer Ltd. 

Mr. S.J. bitzer --Lance Realty 
Finance Limited 

Mr. L. Taube --Barrister & Mortgage 
Broker 

Mr. W. Peter Carter --Real Estate Manager; 
Ci Ai CRE ALTY, 


Limited 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


SELECT COMMITTEE ON CONSUMER CREDIT 


Proceedings of the hearing 
held:at.the Parliament:.Build: 
ings, Toronto, Ontario, .on 
the 24th day of July, 1963. 


C O.A MIS 8.1..0'N; 


Mr. H. J. Price --Chairman.:: 
Mr. J. Sedgwick, Q.C. -~-Commission Counsel 
Mrs. S. Dell -~-secretary 


7 ee er ee ee te er ee 


PRES B.N.T: 


Mr. D,. W. Irwin, .C.A. ~-Financial 
Consultant 
Mr. M. Belanger --Member 
Mr. P. Hoffman --Member | 
Mr. W. G..Noden -~-Member | 
Mr. L. Letherby | -~-Member 
Mr. L. Reilly | --Member 
Mr. J. White -~-Member 
Mr. D. GC, MacDonald --Member 
Mr. G. Bukator --Member 
Mr. A. F. Lawrence --Member 


se ee ee ee 


AvP P BA RUAN C E 8: 


Mr. H. Latimer --Harry Latimer Ltd. 
Mr. &. 0. Bitzer --Lance Realty 
Finance Limited 
Mr. L. Taube --Barrister & Mortgage| 
.. Broker 
Mr. W. Peter Carter --Real Estate Manager, 


C. A. C. Realty 
Limited 


» heli Paes eae S41 
i a cee 5 : 


wad )* ee. 


ai . Su is A : f vs — r i 
Ns adage “sides ae eonat ‘ as Pes ty 
‘ rn ’ y i ee > W 
a ‘ - 


| “Eoseo8 noteatmited-- miki SOR ‘alonwabe® bi 


vasdowoecs a ee ene Lied 2 cenit 
b peste top Oh apres 1 
Bh 4 seans Ob: ae 


harveoee ee A. ° catwal Wd om md ey 
dnedi ovens ee | | RN eae 


pelea’ “CP indore Si Jo 
‘oda sat Lot ae 
pedmeMe~ : nebot..2 .W 
sodmeM-~ : 4 ydaedided otk. aM 
<odmeM-- ' Neos eet | “giitet .1 .aM 
<b dale te 2 - eabaw bia 
“gdmen-~ 7 bl anodos¥ 0. 0. om | | 
nedmsie- 9 8 gota DM 


 ~sadmeM~~ | gemeuwed .2 A JM. 


‘BEROWARARYUGIA 


bol vemtissd yworsh-- ‘omtted .H .2M 


yYtisel esonsd-- Ton Ile .L .c . aM 
hetimhl eonsahd 


SEASdTON. Be astahoises = | | edusT es ee 4 
; TOMOme | Rita 


omets sie feen-- ted aeted Ww 
dime ig sn Eeera te My Mites 


=. 9 +i - ‘ 4 ¥ 
. at “ 4 " 
- e a, 2 - , ‘ ae 
f yc _ : aoe ~ i .-4 ” . 7 eG f ; ep r 
r) Ss ee. al a am: EVs “a iT. Seat -* “a. . Pe’ Fe. — rr’! 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


1 AP P.E.A R.A NC ES: 


2 Mr. A. Posluns --Superior Discount 
Limited 


5 Eee) Hy Ki He KW Fa * 


28 


29 


ITJ .OD 4 SSUCHSEMOTE ,2AUBHNA 
CIBATHO ,OTKOROT 


Digitized by the Internet Archive 
in 2023 with funding from 
University of Toronto 


| 

1 > 
if te 
" 


httos://archive.org/details/3176111968189 


ws 


8 


| 
) 
i * 
Ve, 
i 
{ 
| 


S 
‘> 


c 
©) om 


c 


t 


ANGUS, STONEHOUSE & CO. LTD. Toronto, Ontario 
TORONTO, ONTARIO July ou, 1963 629 


--ON COMMENCING AT 10:00 A.M. 


THE CHAIRMAN: I should point out to the 
photographers that there aic no pictures permitted in 
the Committee room. I think we have told you that 
before. Thank you. Before we proceed with -- to hear 
Mr. Latimer of Harry Latimer Limited, Mr. Lawrence has 
a statement he would like to make in connection with 
yesterday's hearing. 

MR. LAWRENCE: It is not quite a statement, 
Mr, Chairman, but I hesitated to bring this matter up 
yesterday in case somebody could accuse us in the heat 
of the aGmends in the heat of the anger, I think, that 
was in the minds of all of us, in regard to that 
| testimony of Forest Hill Investments and Mr. Newton -- 

I didn't want to put the idea across that this is a 
Kangaroo court or a witch hunt or anything like that -- 
but after attempting to calmly appraise the testimony 
that we heard yesterday in regard to that one particular 
licence holder in any event -- I was wondering if you 
could advise us or whether we could do it right now and 
pass some sort of a resolution or directive to the 
Department of Insurance to immediately convene a hearing 
to show cause why that particular licence shotld not be 
immediately cancelled. And I do that not on the basis 
of the high interest rate that came before this Committee 
yesterday, but the fact that here we had a person well 
versed in the ins and outs of that particular seamy 


business who obviously, I believe, misled this Committee 
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of his clients and particularly in some of those 
instances that came before us. Now my logic, if it is 
logic, is that if he would -ome before a select Committee 
of the Legislature and obviously deceive us, then 
obviously as well he has done that to those people about 
which we heard those complaints yesterday and I think it 
certainly is in the view of the Department of Insurance-- 
that is one reason why the Act was passed -- if there 
are individuals in the business who mislead and intention- 
ally mislead people in regard to those matters, then 
their licence can be revoked by the Department of 
Daewitanic 6; Now apart from the fact that the Department 
has attempted, and has been successful in their attempts, 
to make that particular individual return some of the 
money that he has taken from those people, I still find 
it almost inconceivable that, in regard to the evidence 
that we had presented to us yesterday and the manner in 
which that evidence was presented yesterday, that that 
| particular individual still holds a licence and I was 
wondering, sir, if we could in this particular Committee 
here today, instruct, if we have that power, or suggest 
in any event, to the Department of Insurance, that they 
convene a hearing for that particular man so that that 
particular man's licence can be cancelled? 

THE CHAIRMAN: Well, we will take your suggestio 
into consideration and we will give it some thought today 
and decide later on what we can do and perhaps what we 


should do. We will now ask Mr. H. Latimer of the Harry 
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Latimer Limited to give us his opening remarks and IL 
understand he has no prepared speech but if you would 
care to make a statement about your business, Mr. Latimer, 
and then perhaps some of the members may have some 
questions to ask. You are a mortgage broker? 

MR. LATIMER: That's right. 

THE CHAIRMAN: As I understand it. Just carry 
on. 

MR, LATIMER: Well, actually I have nothing 
much to complain about. I am open to questions. 

THE CHAIRMAN: Well, you might tell us how 
long you have been in the mortgage brokerage business. 

MR. LATIMER: I would say Mr. Simone would 
know about that better than I would, or the Department 
of Insurance -- it's around 20 years, 22 years, something 
like that. 

THE CHAIRMAN: And where do you maintain your 
offices? 

MR. LATIMER: 330 Bay Street. 

THE CHAIRMAN: And could you tell us what 
percentage of your business would be in second mortgages? 

MR. LATIMER: I would say it's about 50-50 -- 
first and seconds. 

THE CHAIRMAN: And have you noticed any 
changes in the business over the last two or three 
years? In the way the business is conducted generally? 

MR. LATIMER: I think it's been cleaned up. 
I hear these things that Mr. Lawrence was talking about. 


I don't see them in my business. I see a few -- still 
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come across some of the fellows that have been -- their 
licence has been revoked. I still come across some of 
their mortgages but since this Act was passed that you 
can't actually, you know, do anything about trying to 
help the home owner to get their money back, all I can 
do is sympathize with them. 

THE CHAIRMAN: Are you a member of the 
Mortgage Brokers' Association? 

MR. LATIMER: No. 

THE CHAIRMAN: Could you tell us why you 
haven't joined? 

MR. LATIMER: Yes, I can tell you in a few 
words. r consider the Mortgage Brokers' Association 
was formed -- and this is my opinion, they can sue me 
on it -- I consider that they were formed to protect 
themselves, not the public. I think Mr. Simone is the 
one who is protecting the public. I don't think the 
Mortgage Brokers! Association is doing anything but 
protecting themselves. I don't need that protection. 

THE CHAIRMAN: You feel that there would be 
no advantage to you to belong to the Association? 

MR. LATIMER:: I wouldn't -- in fact I consider 
it to be a disadvantage. 

THE CHAIRMAN: Mr. Irwin? 

MR. IRWIN: Mr. Latimer, insofar as you aren't 
submitting any kind of a formal statement, perhaps you 
could answer a few questions so we could get a better 
picture of how your operations fit into this general 


enquiry? 


ee REE 


se ee 


aleit -- aged svad ¢erit awollst ert To omoe seotls° 2mo0d , 


to emoa azotos emoo [five I .bexever meed asd songort |! 
yoy tad? beeasq esw dod atdd sonte dud esgegtiom stead | 
o} anty1d duods gaiddyne “5 .woodl voy .ylisudos o'cigd | 
cago I {fe plosd yotom xtedd Jey od srenwo omod snit qisd | 
med? Adkw ostctsqmya et ob | 
eit to Yedmem ¢ soy sth :MAMATAHO ZH? 
SnoitatooaeA 'sisdord sysgdtoM 

.Ow =: ARMITAI . iM 

voy wiwans [fat voy Btued >MAMALAHO GHT 
fbentot J' neved 

wet « mt soy flat aso I .esY <HaMITA .AM 
nofdstooaaA ‘exresotd sgagdroM sad teblanoo I .abtow | 
em ove iso yedd .,gotnigo ym et atdy bag -- bsarroT esw 
Josiota od Bbearrot sveaw yedd tedt webtanos I -- Ui mo 
add aft enomta .oM watdd I .otidsq edd ton wsevisamend 
edt Aatdt t'anob I .otiduq sag aattoesdoxq ef ornw ano 
tjud aniddyns antob at soitetsoasaéa \ nator a5 su doM 
motdostorq tsa? been Sj'nob I .eevisemed? gaidosvoug 

ad bluow stedt gedd fest vo¥Y :WAMATAHD FHT 
SmofdstooasA sdit oF gnolsd of woy oF sustnsvbs on 

teblanoo I gost at -- d'abivow I ::HaMITAL .AM | 

eastnsvbseeib sw ad o3 Ji 

fotwrl .<M <:MAMATAHO AAT 

3' mete yoy as tstoant .temtive!l .sM <MIWAI .AM 


voy eqshtsq .jnomevsete f[emiot s to bata yas gatstimdue | 


tetjed s tes biyos sw of anotdegsip wet e teswens bivoo | * 


Issey atd? otat gt t enottsersqo soy wor To surtota | 


Syrtupns | 


ANGUS, STONEHOUSE & CO. LTD. 6 
TORONTO, ONTARIO 33 


MR. LATIMER: - Certainly. 

MR, IRWIN: You are a mortgage broker as such? 

MR, LATIMER: That's right, as such, 

MR. IRWIN: And as a mortgage broker you don't 
make loans out of your own capital? 

MR. LATIMER: No, 

MR. IRWIN: . You always find the capital else- 
where? 

MR. LATIMER: That's right. 

MR, IRWIN: What would be the main sources of 
those funds for lending to borrowers? 


MR. LATIMER: Private individuals, several 


limited companies who are -- have -- funds to loan out 
for investment and -- well, I am now speaking of second 
mortgages -- first mortgages is private funds and estate 
money. 


MR. IRWIN: I see, And I am interested in the 
mechanics of these operations. Someone comes in to 
borrow money from you on a first mortgage, they have 
a home clear of encumberance and they need money and 
they come to you and they want a first mortgage. Do you 
then assess that situation and decide that it's worthy 
of a first mortgage of five thousand or ten thousand or 
what have you. Then do you consult a list of people who 
have indicated to you that they would like to obtain an 
investment in a good first mortgage. Is that how you 
work? 

MR. LATIMER: Yes. I always have a ready 


source for what -- in other words I fit the amount wanted 
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and the quality of the property with what funds are 
available. 

MR, IRWIN: You have a list of people or 
institutions or other compenies or what have you that 
have indicated to you that they would like a first 
mortgage of prime quality at 7% and so on. Somebody else 
is interested in a second mortgage of different return 
and so on? 

MR. LATIMER: That's right. 

MR. IRWIN: So when the borrower comes in you 
are able to, mentally at any rate, to say, "Well that's 
a good one for Irwin or Price or what have you'? 

MR, LATIMER: That's right. 

MR. IRWIN: And you put the two together and 
that's the essence of it? 

MR. LATIMER: That's right. 

MR. IRWIN: What fee do you charge? 

MR. LATIMER: Well, I thought that you people 
would have a copy of my ads in the Star and Tele every 
day. 

MR. IRWIN: Has anybody got that? 

MR, LATIMER: Oh, dear -- maybe I have one here, 
I'll see. I usually carry one. I may not have it though. 
Well, I will give you some figures, if that's all you 
want. I'll give you some figures, that's about the best 
way I can -- for instance, I'll go by what's advertised 
in the paper and that's more or less what I follow. Let 
me see, a $6,000 first mortgage at 7%, prime mortgage, I 


have it advertised 20 years, it's either 15 or 20 years. 
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And the charges on that,on $6,000,you get $5,750. 

MR, IRWIN: $5,750 -- so you're charging 
$250.00 as your fee? 

MR. LATIMER: No, that includes legal fees, 
legal disbursements. 

MR. IRWIN: Including legal and other 
disbursements? 

MR, LATIMER: No, I -- listen, disbursements 
are disbursements -- I am saying if there is -- I don't 
cover discharge of an existing mortgage, but I cover, say, 
12 to 15 dollars on the new mortgage,. which is what the 
Law Society says today for disbursements -- around 15 
dollars, share certificate etc. 

MR. IRWIN: Tees put it another way. I come 
in to you and I want a first mortgage and it is settled 
that the amount is $6,000. How much actual cash do I -- 

MR, LATIMER: They get $5,750, other than, say 
they have maybe a first and second mortgage to discharge. 
See that's another Solicitor, it's not my part -- 

MR. IRWIN: $250.00 plus discharge fees and 
any other -- and that, the $250.00 would include what, 
payment to a Solicitor -- 

MR, LATIMER: Yes, that pays the lawyer, yes. 

MR, IRWIN: Well then, do you get nothing out 
of this transaction? 

MR. LATIMER: Certainly, I get usually about 
$125.00. 

MR, IRWIN: Oh, I see. Of the $250.00 you 


would get, let's say, $125.00, and $125.00 to the 
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Solicitor? 

MR, LATIMER: That's right. 

MR. IRWIN: Well -- and that's on a first? 

MR. LATIMER: No, if you want a little further 
on that I go a little further. For $8,500.00, $300.00. 

MR. IRWIN: And that would include -- 

MR. LATIMER: Everything, just as I told you. 

MR. IRWIN: This is very interesting because 
you are charging something less than 5%. 

MR. LATIMER: Well, I make it on volume. I 
make it -- I've done this since I've beensin the 
business. I'm not interested in taking a man for what I 
can get. My fees. are in the newspaper and that's what I 
g0. by. 

MR. JRWIN:.. I'm not. trying to elicit any 
unpleasant characteristics of your business, I'm just 
trying to develop them because other people have come 
and we have developed the pattern of their business and 
we would like to be able to make a comparison so we can 
get a picture. Now, you are charging, in effect, between 
4 and 5 -- 

MR. LATIMER: Now, just a moment, sir, just one 
moment. The higher it is, the cheaper it is. $10,000.00 
-- look in the Star or Tele, $300.00. 

MR, IRWIN: So that's down to 3%? 

MR. LATIMER: And if they go on up, in other 
words they borrow $15,000.00, it might cost them $350.00 
and so on. 


MR. IRWIN: Is this general, do you think, in 
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the business? 

MR. LATIMER: I don't know sir, I don't sit 
in anybody else's office. I don't know what they do, 
but I know one thing. I'm advertising that way, I 
charge that way and I feel you don't need a Mortgage 
Brokers' Association to dictate to you and tell you 
what to do, I think that this business should be 
conducted on competition, not a combine -- competition. 
I'm a lone wolf and I'll always be a lone wolf. I don't 
need anybody else to tell me what to do. If Mr. Simone 
has a beef with me, which I'm sure he will tell you is 
very seldom, I welcome it. 

MR. IRWIN: Well, there are quite a number of 
other questions. 

MR. LATIMER: Now, I'll go into the second 
mortgages -- 

MR. IRWIN: I would just like to make one -- 
get your viewpoint on this. We have had people here 
who say that an area of 5 to 10% as a fee, including 
legal costs, is what they consider reasonable on a first 
mortgage. 

MR, LATIMER: I think that's terrible -- 10%. 
I think a man that borrows $10,000.00 and has to pay 
$1,000.00 -- why the mortgage brokers should be shot. 

MR. IRWIN: Okay. Well, then, still dealing 
with a first mortgage, that is the only charge, there is 
no bonus or anything else related to it. Now if we deal 
with the $6,000 amount, the borrower pays $250.00 and takes 


away with him $5,750. Now, would that be 7% amortized 
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MR. LATIMER: No, no, I do it this way. My 
smallest term of mortgage is ten years. I give them 
from ten years up. It all depends on -- I never give 
a 20 -- you see that's a thing that being really, well, 
the public is being misled, Even the trust companies, 
if you want to bring them into it, now they -- a man 
will go down to a trust company. He comes in to me for 
a second mortgage after he's got the mortgage from the 
trust company and he says, "I've got a 15 year mortgage". 
I say, "Where did you get it?" I say, "Have you got a 
copy of your mortgage?" I can point out to him that he 
got a five year mortgage, that's all he got. He got 
15 year amortization but he only got a five year 
mortgage. 

MR, IRWIN: Right. 

MR. LATIMER: Now he doesn't know that. He 
doesn't actually believe it. I think he has to go back, 
read it over, still doesn't believe it. He calls his 
lawyer and the lawyer finally tells him that that's what 
itis. 

MR. BELANGER;: How does he get away with that? 

MR. LATIMER: How does he get away with it? 
Well, it's just a matter of, I feel, I don't want to be 
sued by anybody here, but I can tell you this, that it's 
being done all the time. A man will go down, and because 
it's a trust company, just like he goes into a bank he 
thinks that he can't do wrong. 


THE CHAIRMAN: Are you suggesting that they 
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are trying to mislead the man? 
MR. LATIMER: No, I'm not suggesting that. 

MR, MACDONALD: No, ZI think’that it's a 
misunderstanding on his paxt, rather than anyone trying 
to mislead him, don't you? 
| MR. LATIMER: No ; I'm not saying he is being 
misled. I mean that ewerd are things that have to be 
cleared up. The average man doesn't know the difference 
between 15 year amortization and a 15 year mortgage. 
| < OMRUALAWRENCE: Mr, Chairman, let's not indulge 
in double talk. Part of the problem here is people 
have been informed of something for a long time. It's 
a widesptpad knowledge that the public doesn't grasp 
that but the trade is willing to keep on saying it 
without explaining it so that you ask the question, "Are 
they misleading him?" Well, no, they are not misleading 
him. I can go and say something to a person that is a 
half truth and know that I am misleading him but I am 
still out in the clear and it seems to me this is part 
of your problem. Maybe it gets back to the need for 
public education, so that the public do know, perhaps 
even before they come in. 

MR, LATIMER: That's right. That's what I 
think. 

MR. LAWRENCE: On that question of the average 
man misunderstanding. When somebody comes in to you 
do you insist that he obtain independent advice from 
anybody else before he signs up? 


MR. LATIMER: I ask him if he wants to take 
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the application to his lawyer, definitely. Sure. It's 
perfectly all right, it's, I'd say, 50% of my business 
is done that way. It all depends whether the man wants 
to seek --my business possthly is a little different 
than most of them. I'd say 40% of my business is 
referrals from other people I've helped to understand. 
In other words they come in because John Jones up the 
street or the next street over got a mortgage through 
me, you see. So that I do have a certain amount of 
trust, I think. 

MR. LAWRENCE: From the testimony we are 
getting here repeatedly day after day after day it is 
éb¥ious that a certain segment of the public-- call them 
gullible, call them ignorant, call them stupid -- they 
certainly do get fleeced in some of these mortgage 
transactions. 

MR, LATIMER: That's right. 

MR. LAWRENCE: One of the purposes of this 
Committee is to rectify this, -- 

MR. LATIMER : I have a few right here to 
show you fellows whenever you want -- 

MR. LAWRENCE: By making sure that people 
don't get into this thing. Does government, in your 
view, have to step in to insist that independent advice 
be given to these people, or can not the industry 
itself police -- 

MR, LATIMER: Well, I think Mr. Simone -- 

MR. LAWRENCE: To obtain a code of ethics 
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MR, LATIMER: _I think that the great step 
forward in this business has been your Statement of 
Mortgage and that they have to have it 24 hours before 
they sign the mortgage. Now they have 24 hours to 
-- sure they sign an application the same as they sign 
an application with a trust or insurance company -- but 
they take that Statement of Mortgage home and they have 
24 hours to take that to their Solicitor or do anything 
they want if they thought it had been misrepresented. 

MR. LAWRENCE: Is that clause lived up to? 

MR, LATIMER: Which? 

MR. LAWRENCE: The 24 hours before they sign 
it? 

MR. LATIMER: Well, as far as I am concerned 
it is. I think in -- I don't know about the other 
fellows. 

MR. LAWRENCE: Well, we are finding that in 
some cases the mortgage broker insists on the deal being 
completed, or at least in getting a pound of flesh out 
of these people once they sign the application. 

MR. LATIMER: How do you mean? 

MR. LAWRENCE: Well, they sign an application 
for a mortgage -~ do you have one of your own application 
with you? 

MR. LATIMER: I haven't got one with me. 

MR. LAWRENCE: And that is looked upon, by 
the mortgage broker, as a binding contract. 

| MR, LATIMER: Well, I would say that -- 


MR. LAWRENCE: And they do that at the time 
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that they tell them to fill out the Statement of 
Mortgage. 

MR, LATIMER: Well, actually, I don't do it 
that way at all. A man comes in to me, or a man 
and wife comes in to me -- they oe application the 
same as they would as some life insurance company or 
anywhere else. They sign that application. When the 
mortgage has been arranged and approved, they come back 
in and sign the Statement of Mortgage and if there has 
been any change in the terms in any way from the 
application, that is initialed as well as -- then the 
Statement of Mortgage is made up, they get their copy 
of that and they take it home and they have 24 hours 
at least. You would be surprised though at the number 
of people who want to sign their mortgage the same day. 

MR, LAWRENCE: I wouldn't be. I've seen that 
happen. On the other hand aren't they hooked, in effect, 
the minute they sign the application? 

MR, LATIMER: I'd say also they are hooked -- 

MR. LAWRENCE: They're hooked what? 

MR. LATIMER: They are hooked in an insurance 
company. What it that an insurance company states right 
in their application ~- you sign the application that 
if they refuse to take up the amount of the mortgage 
they have to pay legal costs, inspection costs, etc. etc. 

MR. LAWRENCE: Well, this is what I am getting 
at. In effect, is a man misunderstands what he is 
getting into in the first place, it really doesn't matter 


whether the Statement of Mortgage is filled out in any 
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event, because the time that he needs the advice is 
before he signs the application. 

MR. LATIMER: Well, yes. 

MR. LAWRENCE: At least this is the testimony 
of some of the people that we have had before us. I'm 
not saying this is your case at all, but it is been 
the experience -- 

MR. LATIMER: Well,yes. Of course the ideal 
way would be -- but I don't know just how it would 
work -- would be for them to come in to me and, I mean 
if they want to take it to their Solicitor and they 
bring it back. But it's adding cost to their total 
cost of getting a mortgage, but of course it is better, 
maybe, than paying a thousand dollar bonus. 

MR. MACDONALD: Mr. Latimer, in view of some 
of the difficulties that Mr. Lawrence has found out 
about -- that he sould have his advice before he makes 
his application, -- what is your reaction to the 
suggestion that has been made, and is even in éffect 
in some jurisdictions, that they have 24 or 48 hours 
after they have signed it? To back out of the deal? 

MR. LATIMER: I never heard of that. 

MR. SEDGWICK: I don't know that it is so in 
any jurisdiction, but I believe Mr. Simone has -- 

MR. LATIMER: Well, I will say this, Mr. 
MacDonald, I for one would retire from business. I mean 
it isn't fair to the honest broker. I mean you've got 
the other -- | 


MR. MACDONALD: I know, but here's your 
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problem. You see, you accept the validity of the 
proposition that a person must have all of his 
documents for 24 hours before he signs. 

MR. LATIMER: All of his documents? 

MR, MACDONALD: Yes, he must have a chance 
to study the thing before he actually signs. Now, I'm 
fairly convinced in my own mind from what I know and from 
what I've heard in this Committee, that this doeentt 
happen, in the majority of cases, and it doesn't happen 
partly because they want to sign, they don't think they 
need to look at anything else, partly because they are 
already perhaps signed the application and they 
eaitaws they are hooked and well, they will go through 
with it anyway. All these reasons. 

MR. LATIMER: Well, Mr. MacDonald, just one 
thing. That would involve all kinds of difficulties in 
this respect too. I feel this, that it shouldn't -- the 
time that they should seek legal advice is when they 
come in for the application because think of it later -- 
24 hours before they sign the morteage there's the 
lawyer whose done all his work. He's not going to like 
it a bit and I don't blame him if he has done his work 
and then isn't paid. I feel that if they are going to 
start something like that they should insist that 
everybody take a copy of the application, or take the 
application down to their lawyer before I start 
proceedings. That is the ideal way. Then the lawyer 
can contact me, he can follow right through. That's 


the way I would say, not 48 hours--because there is 
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1| another lawyer involved. I mean it's fair. 

“ _ MR. MACDONALD: Mr. Chairman, may I ask 

3|| another question now. I want to go back to a comment 

4] of Mr. Latimer's. He said that any broker that charged 
5] 10% should be shot. Well I don't know if I would be 

6| as harsh as that but I would be a bit curious to find 

71 out if you believe this to be the case do you think it 
8! is legitimate that either through the legislature or 

9 through self-regulation within the trade, say through 
10/ the OMBA that steps be taken to reduce that figure? 

11/ t mean if 10% is worthy of being shot then something 

12/ should be done about it. 

13 MR, LATIMER: That's right. There should be 
14) 4 -- can I make a suggestion now? I feel there is -- I 
15 don't know, I don't know just how, but I think the main 
16 thing is here -- you see, these fellows that are still 
17) in business, that are still on the shady side, there's 
18]| 2 few of them around and you people know -- I feel there 
191 is one way to stop their activities right away. If 

20 you put it through legislation. And that is it. I'd 


put a ceiling of 12% on second mortgages. Now that 


xe would stop all finance companies being in the mortgage 
23! business. 

24 MR. MACDONALD: Effective interest rate? 

25 MR. LATIMER: Yes. 12%. You see, I know 

26 


most of the reputable brokers today will not touch 
27 any of these fellows or husbands and wives that come 
28 in and will grab at anything. Understand, we don't 


29! touch them, We haven't touched them -- I think 12% is 
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plenty to pay for anything and if aman says, “Well, I'm 
willing to pay 13%, let’ him go to Coronation Investments. 
I won't touch it. And I think there should be -- I don’ 
know whether you can do it with first mortgages or not -- 
but I think there should be a ovalants on first 

mortgages. Then you wouldn't get any of these 9% and 10% 
and 12% first mortgages. 

MR. REILLY: I just want to ask him, does he 
not think that money is worth more than 12% under some 
peculiar circumstances? 

MR. LATIMER: Not as far as I'm concerned. I 
don't. I Like to sleep at night. 

| MR, REILLY: Lots of people pay more than 12% 
and have been anxious to do it and it has been a 
legitimate deal and no reason for not doing it. 

MR. LATIMER: All right, let them do it. 

They won't get it from me, sir. 

MR. REILLY: I would be one. 

MR. MACDONALD: You see, Mr. Chairman, maybe 
this is where we get into discussion, but you being 
one means that you are willing to leave the door open 
to the operators we have had to contend with in this 
Committee already. And you got to face up to the fact 
sometime pretty soon that if you want to leave completely 
wide open free enterprise you will end up with the 
Newtons and the Rosenbergs. 

MR. REILLY: ;; Well I suppose, as one person 
indicated here a while ago, it is very difficult to 
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MR. MACDONALD: It isn't difficult to 
legislate -- we are not talking about morals, we are 
talking about people who are robbing the public and we 
are sitting here doing nothing while they rob the 
public. And you are expressing a vitio se phy which 
would permit them to continue it. 

MR, REILLY: And I think, Mr. Chairman, as 
in many instances, they may be rendering a service 
rather than a disservice. It might be the only time 
that that person could actually save his home. Due 
to the higher risk involved they naturally get a 
higher return. 

3 MR. MACDONALD: For every one that saved 
his home the other nine are further down in the drink 
and you are willing to tolerate it. 

THE CHAIRMAN: Gentlemen, let's get back to 
hearing Mr. Latimer. 

MR, MACDONALD: I had another question I 
wanted to ask Mr. Latimer. Let me preface the reason 
why I am asking this question because it might seem 
like a loaded and a nasty one. I personally have 
Said many times before this Committee that I think there 
is two general avenues of coming to grips with this. 
Either legislative action or regulation or regulation 
within the trade. Now, one of the reasons why I have 
serious misgivings about the latter is that we have been 
told that the OMBA has only about 100 of the 600 
mortgage brokers in the field who are members. I 
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moment ago, don't have much confidence and faith in 

the OMBA. Would you explain why, because quite frankly 
as one member of this Committee I am anxious to find 
out why people don't feel that the OMBA can do a job. 

MR. LATIMER: Well, as I say I don't like to 
lay myself out to a law suit, as I said before. 

Anyone that has been in the mortgage business for any 
number of years -- ten years or more -- knows who 
belongs to the Mortgage Brokers' Association and who 
doesn't and there must be a reason if there is only 
one in six who belongs, And that's as far as I'll go. 

MR. MACDONALD: What is your reason for not 
joining? 

MR. LATIMER: I am sorry, I won't disclose 
it here, 

MR, LETHERBY: Well, he did say, Mr. MacDonald, 
maybe before you came in, that they were organized and 
set up for their own individual protection. He felt 
he didn't need their protection. He was operating on 
a clean sheet. 

MR. MACDONALD: Mr. Chairman, let me bring 
this right out into the open. There are some people 
in the public who believe this is the case, that the 
OMBA is just a trade organization to protect the 
mortgage brokers and the public be damned kind of 
approach. Now you had it presented in perhaps the 
most pointed fashion by one of the witnesses here 
when he said he wasn't going to hide behind a cloak 


of respectability. Well, I don't know what cloak he 
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could hide behind anyway but this was a rather 
interesting description of the public image of the OMBA. 


Now, I think, for the reasons that I have said many 
times and repeated a moment ago, that we have to make 

up our minds whether or not and to what extent the 

trade organization has a function and what can or should 
be done for it to fulfill part of that function because 
if the trade doesn't regulate itself, government has 

got to regulate it. 

MR. LATIMER: Well, I would like to see the 
government regulate it, regulate it as much as they 
want. The more regulations the better as far as I'm 
concerned. I told Mr, Simone that before, I feel this 
-- if you fellows sitting here today, if you don't, 
regulate this business, it's all going to go into 
public companies. And public companies -- there is two 
operating today, you know who they are -- there interest 
rate is 13%, they charge terrible legal fees. For 
instance the other day one of these public companies, 

a mortgage broker called and had an instance of 
inspecting a property in Hastings, Ontario. They said 
they want $75.00 for inspection with no guarantee to 

get the mortgage. The broker called Mr. Simone and 

Mr. Simone said, "I can't do anything, they are a public 
company", so you can legislate and all of a sudden there 
will be nothing but public companies and if you want the 
public to pay 13%... See, what we are trying to do -- 

I am one of the first, I am not patting myself on the 
back, but I am one of the first who started the 9%- 
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and he has equity .in his property he will get a 15 year, 
open, 9% mortgage but he goes down to one of these public 
companies, they don't care if he has 70% equity, he will 
still pay 13%. I think we are doing -- a few of us 
fellows at least -- are doing a pig-service. 

MR, LAWRENCE: A public company -- I don't 
quite understand TS do you mean a federally incorporated 
company or do you mean a provincial finance company? 

MR. LATIMER: Oh, I am talking about a federal. 

MR, LAWRENCE: A federal? 

MR. LATIMER: Yes. 

MR, REILLY: Mr. Latimer, how long since you 
had the ten. year minimum in effect? 

MR. LATIMER: About a year now, a year anda 
half, maybe two. I am not certain. 

MR. REILLY: Previous to that time you had 
short term loans? 

MR. LATIMER: Yes, we were giving five year 
mortgages, competition has forced it, you see. It's 
actually as I said, competition is what is giving the 
public today better terms, better mortgages. 

MR. REILLY: Mr. Latimer, if a man goes out 
to inspect a property is there some reason why he 
shouldn't go through an appraisal price of $75.00; is 
there something wrong with that? He's given time and 
thought and effort? 

MR. LATIMER: We are not allowed to do that. 
We are not allowed to charge 25¢. If we went out and 


looked at a property and we take it, that's part of the 
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cost of the mortgage. But if we go out and look at a | 
property, maybe, say, go to Oshawa and check a property, 
which is done very often, spend a half a day, or go up 
to Queensville and spend a day up there, if we don't 

-- we can't charge them anything. 

MR. REILLY: The hazards of the game, eh? 

MR. LATIMER: That's right. 

MR. BELANGER: What percentage of your 
business would you have as foreclosures? 

MR. LATIMER: Well, again, I am in the 
brokerage business, you see, I am not a lender, but we 
screen it pretty well. You see, I feel that in most 
cases the better the equity the less hazard there is. 
You see, it's these ones that Mr. Reilly was speaking 
about where people are willing to pay 18 or 20%. Well, 
the lender is asking for it, he's asking for it. He's 
expecting it -- he should be expecting foreclosure, if 
aman is stupid enough and foolish enough and desperate 
enough to pay the high rate of interest 

MR. REILLY: Mr. Latimer, aren't there 
instances where they just can't get the money at a 
lower rate. A man goes to his bank and the bank says, 
"No, under our regulations we can't lend you the money", 
so he goes to you or to a finance company -- 

MR, LATIMER: Just a minute, Mr. Reilly. Now, 
Mr, Reilly, you are getting, as you can see, 24%. Now, 
these people -- there is the address, there is their 
mame -- you can check with them. They are getting a 
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paying it off. 

MR, REILLY: But your 12% might be equivalent 
to somebody else's 24%? 

MR. LATIMER: Oh, no, it wouldn't. My 12% is 
$2,000, which they borrowed there 24%, my total 
charge $200.00, that's it. Now I could give them a 
15 year mortgage, but they only took ten -- they want 
to pay it off faster, so you take $200.00, divide it 
by 10, that's 2% and add it on the 12% and there's the 
total cost. 

MR. REILLY: Mr. Latimer, if they shop around 
why wouldn't they do business with you automatically 
if they could do it for half the price? 

MR, LATIMER: That's a big question, that's a 
big question. They see my ads, they don't believe my 
ads, That's the truth. There is a lot of people don't 
believe my ads and I'1l tell you another thing what they 
do too. They will call up a member of the Mortgage 
Brokers! Association and they say, "Look, how is it 
Latimer will give a 15 year, 9% mortgage when you 
fellows want 124?" "Well, he's not a member of the 
Mortgage Brokers' Association"-- that's what they tell 
him, | 

MR. REILLY: And this is on a second mortgage 
basis, Mr. Latimer? 

MR. LATIMER: Which? 

MR, REILLY: On a second mortgage at 9%? 

MR. LATIMER: Yes. 
MR. 


REILLY: Well, don't you consider there is 
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a greater risk on a second mortgage? 

MR. LATIMER: Certainly there is. 

MR. REILLY: And under the circumstances a 
person might be entitled to a greater return for a 
greater risk? 

MR, LATIMER: I am working in all cases and 
if anybody lends here I've told him right to their 
face, "I am working for the home owner." I work for the 
home owner. I give him the best deal I can and I bargatn 
with the lender, And if the lender doesn't give to 
me on the terms I think he should, I go to somebody 
else. 

MR. REILLY: This is admirable, Mr, Latimer. 
All I am saying is that in some instances they have to 
pay more interest in order to get it, that's all I am 
saying. 

MR. LATIMER: If they borrow from me they 
pay 73 tops for first mortgages -- the ones I take. 

And they pay 12 tops on a seconds I take, no higher. 
If I can't do it on that basis I tell them the first 
time they come in, 

MR. REILLY: Perhaps you only accept the 
choicest risks? 

MR. LATIMER: That's right. Now here's anothe 
one I would like you fellows to look at. 

MR. PRICE: Tell us about it, Mr. Latimer. 

MR. LATIMER: Well, I'll tell you. The thing 


that burns me up more than some of these shady mortgage 
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brokers it's finance companies. Now there is a sample 
right there. Now if any of you men would like to 
write this man's name and address and phone number down 
and check to verify it, here it is. His name is 
Charles Ogilvy, his phone number is Baldwin 1-9183. He 
lives at 24 Abbitiby Avenue, Willowdale. He came in to 
me in August of '62. At that time he had a first 
mortgage balance with Victorian Gray of $3,387.24. He 
also had a separate mortgage with Household Finance-- 
there's the mortgage, discharged mortgage. He got that 
in November of 1961 and as Mr. Reilly will tell you, 
it's 18 point some percent. Now that's all he had 
was a first mortgage when he came in to me in November 
of '61 of 3387 -- that is, 3387 in August of '62. 
November of '61 it must have been about 34 or 3450, at 
the most. Now they wacked him with 18%, better than 184. 
Well, he came in to me and I gave him a new first 
mortgage of $6,000 at 7%. I put the two together. 
Well that's what he should have got in the first place 
instead of putting on an 18% second mortgage. He went 
to somebody -- I don't know who -- but that's what 
happened. 

MR. MACDONALD: Now is this one of the public 
companies you referred to? 

MR. LATIMER: No, no. This -- you fellows 
know who they are. 

MR. WHITE: I dort know, I don 't know whether 
you want to say who they are but -- 


MR, LATIMER: Well, I'll give it to you in 
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confidence, 

MR. LAWRENCE: Well, why don't you give it 
to the Chairman so we can make sure that we can get 
some of these birds before us. 

MR. LATIMER: Now, I ntidaelinek a couple of 
others here. These are just recent ones. On Lot 5, 
Martin Road, Pickering, the man's name is -- he doesn't 
live here, he built a house here. His name is James 
Dunean, 435 Glen Park Avenue, phone number 789-4068. 
He was building a house down there, granted this was 
sort of a building loan, but when I arranged the 
mortgage for him it still wasn't finished and I gave 
it to him at 7% but he went to another finance company 
and he paid 18%. Now he went to a broker in the first 
place so I know the broker didn't do it for the love 
of him -- didn't steer him to the finance company. So 
he paid 18% plus broker's fees and I have -- 

MR. REILLY: Mr. Latimer, before you leave 
that one, did you offer him at 7%? 

MR. LATIMER: Th&tdsdryghtercer him asemuch: 

MR. REILLY: Did you offer him as much 
money, at 7%? 

MR. LATIMER: More. $7,000.00 -- he borrowed 
four from the finance company. 

MR, REILLY: Well, why would a person do 
this? 

MR. LATIMER: Don't ask me, sir. 

MR. REILLY: This was a second mortgage that 
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MR, LATIMER: No, that's a first mortgage. 


That's a first mortgage. 


MR, MACDONALD: ‘Maybe you ought to charge 
him ' 18%, 

MR, REILLY: ‘He would Yate? pay 18 to someone 
else than to pay 7 to you? 

MR, LATIMER: (No, here is, I think, what 
happened, Mr. Reilly, it was this. He camé in tome 
previously -- I had ‘given this fellow -- he build two 
or three houses a year, he's in another business but 
he builds two or three houses a year -- he came in to 
me in the summer before ‘and he asked me what I would 
give him and I told him $7,000. He says, "Well, I 
don't have the money to bring it to the roof, what 


would you charge me?" I told him 10%. Well, that is 


a. standard, more or less, that's about minimum, 10% you 


see, when a man's got a lot but he's got nothing there 
so you help him from the lot up to the roof. Well, 
that's a short term loan, usually for three or four 
months, so I mean the lender doesn't actually get very 
much. So he was -- the building loan was all right but 
he wanted a bigger first mortgage, so he went to this 
other broker -- I'm not mentioning his name -- the 
other broker held him up from September, August or 
September of that year until the following May, this 
May. All he done was steer him into this finance 
company. 

MR. LAWRENCE: The broker did? 


MR, LATIMER: Yes. You check all this with 
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Mr. Duncan, Mr. Chairman. ’ 

MR. WHITE: Mr. Chairman, a nw of order. 
Mr, Latimer has been good enough to detail some of 
these mortgages for us including the names and 
addresses of the mortgagors and we ren indebted to him 
for doing that but I do think the pressishould be asked 
not to publish the names of these mortgagors which 
would be unnecessarily embarrassing for them. And 
like the Profumo case, you know, it might be promiscuous 
to protect the innocent. 

MR, LATIMER: I have another one, if you'd 
like, you go ahead -- I was just giving you a few 
instances, you know, most mortgage brokers have these 


cases. 


THE CHAIRMAN: I don't know that we want 
to have any more of this information made public, but 
you could certainly give it to, if you wanted to, give 
it to the Secretary. 

MR. WHITE: May I ask one question? 

THE CHAIRMAN: Yes, sure. 

MR. WHITE: What does the term open -- you 
referred to 15-year open mortgages. I am not clear 
on that terminology, would you explain what open 
mortgage is? 

MR, LATIMER: Well, second mortgages are open 
mortgages means that they can be paid off on any 
payment date. They are mostly paid monthly so that they 
can be paid off on any payment date without notice or 


bonus. 
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MR. BUKATOR: That was the question I was 


going to ask, but I was going to follow it a little 
further. What is the nonnotice or bonus when he pays 
off, or is there a bonus? 

MR. LATIMER: No, there isn't. Without notice 
or bonus means it can be paid off -- the only thing it 
doesn't mean -- say the 15th of the month is your 
payment date. Now you be obliged -- and I always stress 
this when the people come in and sign. I say, "Now 
make sure when you pay this mortgage off pay it off on 
the 15th or the 14th. If you pay it off on the 16th 
you have to pay the balance of the month." 

MR. BUKATOR: Usually they want three months? 

MR. LATIMER: Beg pardon? 

MR. BUKATOR: Usually most people want three 
.months' interest iftthey pay off, but you don't -- 

MR. LATIMER: My file is open to you fellows 
any day you would like to come in. 

MR, BUKATOR: I am not questioning your 
files, I was just interested because I've never heard 
of a case like this before. Usually they want at least 
three months' interest if they pay off before the thing 
matures. But you charge them absolutely nothing. They 
can come in on the 14th and pay off and no bonus or 
notice required? 

MR, LATIMER: The only thing they have to pay 
is the discharge. 

MR. MACDONALD: Can you get money on that 


basis? 
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MR. LATIMER: Beg pardon? 
MR, MACDONALD: Can you get money on that 
_ bask? 

MR. LATIMER: That is the way all my second 
mortgages are, sir. 

MR. WHITE: There are very few seconds today 
aren't. 

MR. LATIMER: There are those floating around 
with three months' interest, yes. 

MR. BUKATOR: Well, may I proceed on this. 
The suggestion was made the other day that if second 
mortgages -- and perhaps the suggestion included 
first mortgages -- if they were amortized over the term 
of the mortgage that many injustices would be eliminated 
because the mortgagor would not be faced with a balloon 
‘which I think very often necessitates his borrowing 
once again at a bonus, high rate, do you follow me? 
This idea had some appeal to me. I have seen examples 
of constituents of mine who borrow money, perhaps to 
buy a car, .and. all they are doing is paying the 
interest. They parlay themselves into more and more 
trouble with every car deal they make until finally 
they are broke. Now something of this sort happens to 
mortgagors very often and if the term of the mortgage 
had to pay off the mortgage in full then there wouldn't 
be any of that last minute scurrying to look after the 
balloon. What do you think about that? Would this 
sort of ruin the business? 


MR, LATIMER: What, to do it on that basis, 
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you mean, to amortize it? I would say in the Toronto 
area, with the reputable brokers, that's the way it's 

done today. But I don't know. I can't say. I mean, 

I do that. I don't know what the other fellows do. 

MR. MACDONALD: But gb 't it more the 
convention to write, let's say a five year second 
mortgage, amortized over 15 years or omalet wile: like 
that? | 

MR, LATIMER: Well, again that word amortized. 
Unless it is a real 15-year mortgage, again the public 
can be misled. Amortization should be arilled into 
the public. It doesn't mean a 15-year mortgage, you 
understand, it's -- 

MR. WHITE: I know,*that's the. point I'm 
‘making. The. life i iti aie Lilia alae 
20.and 25-year BORREGESE: so- acabhedy bere are » amortized 
over. that term but in point of fact’ they are renewable 
at the end of five years, aren't they? 

MR. LATIMER: No. Most life insurance 
company mortgages are straight 20-year mortgages or 
15-year mortgages. Your NHA is a 25-year straight 
mortgage. 

MR. SEDGWICK: No balance at the end? 

MR. LATIMER: That's right, sir, yes. 

MR. BUKATOR: Mr. White is making reference 
to conventional loans you find with trust companies. 

MR. LATIMER: Trust companies, certainly, they 
are that way. You can only get a five -- well now, I 


wouldn't say that -- there is some trust companies that 
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are writing ten-year straight mortgages today, as a 
result of competition. 

MR, WHITE: Well, the question is this: If 
the law required the mortgage to be for sufficient term 
to pay off the mortgage, would it tek beck with 
orderly lending in this field? 

MR. LATIMER: Well, I would say that mortgage 
lenders in Toronto are forced to do it because of 
competition. I can say, certainly it's not a fact 
anywhere but in Toronto -- maybe Hamilton -- but 
definitely, say places like Lindsay or London, I'm 
sure a man -- that's why they flock in to me and I 
can't touch them because my clients won't take 
mortgages outside of Toronto. But sure, the people 
love to get back in their -- it's a matter of the 
mortgage brokers in that area, the lawyers in that area 
getting their lenders to do so. 

MR. SEDGWICK: Getting away from residential 
mortgages -- commercial mortgages are ordinarily 
for a term the whole balance falls due, isn't that 
right? - 

MR. LATIMER: I don't deal very much in 
anything but homes. 

MR. SEDGWICK: When you speak about an open 
mortgage, if there is a bonus at the time that the 
mortgage is put on, then you cwant to redeem it, I 
suppose you have to redeem the whole of the bonus, is 
that right? 


MR. LATIMER: I don't deal with them, sir. 
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MR. SEDGWICK: You don't deal with bonus 
mortgages. 

MR. WHITE: I've just got one more question. 
You conceded Mr. Reilly that you were accepting, price 
risks was the term used, at that 12%. 

MR. LATIMER: No, not, no, I don't consider 
12% -- I consider they are very risky. My second 
mortgages are 9%. They are the prime second mortgages. 
Now, I will qualify that and show you exactly what a 
prime second mortgage is. A prime second mortgage 
means that they have to have 30% or more equity in the 
property after the mortgage is put on. That's a prime 
second mortgage. 

MR. REILLY: Well, that's almost tantamount 
to somebody else's first, isn't it? 

MR. LATIMER: Yes, but, Mr. Reilly, let me 
see if I can point out the reason why. A man will come 
in to me and he's got a, say a, one of these like 44% 
mortgages. He's got about 10 years to run. He's got 
a first mortgage of about maybe five or fifty-five 
hundred dollars. Now, he wants another $5,000.00. I'll 
say, "Now look, what you should do is put these two 
mortgages together into a new first. You might need 
a small second, but most of it will be in a first." 
You can't even talk to those people -- they are only 
paying 44%. That's RP yo can't do it. I mean, I 
advise it, but they will take a second mortgage of 
$5,000 at 9% for the simple reason that they are ahead 


of the game -- see what I mean? 
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MR, REILLY: Leaving the existing mortgage 
at 43? 

MR. LATIMER: Yes. 

MR. IRWIN: I would like to get back to a 
line of questioning I was pursuing at the beginning. 
Just to make this quite clear, at the beginning you 
quoted a $6,000 first mortgage, $250.00 charges, 
and that implies$5750.00 to the borrower and -- 

MR. MACDONALD: Do you mind repeating those, 
Mr. Irwin? 

MR, IRWIN: $6,000 face value of the mortgage, 
less $250.00 in charges with a net to the borrower 
of $5,750. Is the $6,000 at the rate of 7%, Mr. 
Latimer? 

MR. LATIMER: Yes. In most cases. I 
advertise seven but there is the odd case where I 
take 63 or 6 3/4 -- it all depends on the property 
and the amount he asks for. 

MR, IRWIN: Fine. Just for example, it's 
7%. Now that might be for what? 20-year term? 

MR. LATIMER: Again, it all depends on the 
property as to what the value of the property is. I 
wouldn't give $6,000 for 20-years on a $10,000 
property, you understand, 

MR, IRWIN: No, I understand. Just. for 
purposes of illustration let's say this one is for a 
15-year term, for example. That would be a mortgage 
that would not actually mature for 15 years? 


MR. LATIMER: Yes. 
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MR. IRWIN: And the rate of Reiiesgt aeea dieret 
the rate of pay-out would be on a 15-year basis? 

MR. LATIMER: Yes, that's right. 

MR, IRWIN: So there would be no = in 
that. case, left at the end of the Keni Now, what 
would be the monthly payments on that? 

MR. LATIMER: I haven't got my book ital my 
amortizing book, but I think $6,000 would run about 
50-53 dollars a month, something like that. Ona_ 
20-year basis. On a 15-year basis it would run about 
58 maybe. Now I stand to be corrected on that. I 
haven't got my book. 

MR. IRWIN: What would be the effective rate 
of interest including the charges? 

MR. LATIMER: Well, all you have to do is 
take -- it's a 15-year mortgage, divide the 15 into 
the 250. But actually I don't think that's a fair 
rate because, say, the National Trust Company, for 
instance, you go down there and get a $6,000 mortgage 
you might pay $75.00 for legal fees, you might pay -- 
remember my charges include legal disbursements -- you 
might pay $15.00 for legal disbursements, you might 
pay $20 or $25.00 for an inspection. So you can't say 
that the $250.00 is all-inclusive. 

MR. IRWIN: No, all I'm trying to arrive at 
is -- you see we have, in other testimony given, in 
order to make comparisons one way or another, we 
consider that the charge, whatever it may be, is to 


be spread out over the term and should, for comparative 
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purposes, result in a calculation which is 10% or 12% 
or what have you. 

MR, LATIMER: I don't think so, sir. I mean 
I don't think National Trust -- now I'm just taking 
a trust company at random -- Wow "1 tkertnet attitude 
at all. In other words, if National Trust is lending 
their money -- I understand at about 6 3/4% -- and 
their total charges on their mortgages is maybe another 
$100.00 and they get a five year mortgage and you 
divide that by 5, $100.00, and add that on to 6 3/42, 

I don't think they would like it a bit. 

MR. IRWIN: Well, I am not suggesting whether 
they would like it or not. It is merely an arithmetical 
comparison. For instance we had a man yesterday and 
it developed that there was something over $400.00 in 
a and charges on an $875.00 mortgage. Now, 
someone here has worked out an effective rate of 
interest including that charge and that resulted in 
some astronomical percentage. So if we are applying 
that line of reasoning, rightly or wrongly, to that 
man, we have to apply it to the trust company's charge 
and your charge also. Whether it is right or wrong 
is neither here nor there. Do you have any idea, if 
you think in those terms, the 7% stated rate is, in 
effect 7+, 74 or what have you, so that we can compare 
that rate with the trust company rate calculated on 
the same basis or with the testimony of the man 
yesterday so that we can compare like with like, that's 
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MR, LATIMER: Well, I feel it's -- you see 
the trouble here is your press here, they take one 
side of the picture. Your finance companies can't do 
wrong. Nobody can do:wrong but the mortgage broker. 
L want to let you fellows know that there are a few 
honest mortgage brokers in this business. These 
fellows over here -=- you never know them to read the 
newspapers. 

MR, IRWIN: Well, the charges that you have 
been discussing with us here this morning are 
certainly modest. 

MR. LATIMER: I'm just trying to get a fair 
rate, that's all. 

MR. IRWIN: You don't think in those terms? 

MR, LATIMER: You mean more Pierre Burtons? 

MR. IRWIN: Anyway, what I am leading up | 
to is -- and don't think I am being in any way critical 
-- it's very refreshing to hear your commentary in 
comparison to some that we have heard. But being a 
public accountant and seeing a lot of operations, I 
am -- my curiosity is aroused as to what particular 
secret have you developed in being able to operate at 
this level when others -- I'm not speaking about the 
fanatic fringe of the business, but apparently the 
general area of what appears to be something like 
reason -- they seem to feel that they have to operate 
at a higher level of mortgage charges and interest 
rates as well. What peculiar secret have you developed? 


MR. LATIMER: Well, I think it is this, sir. 
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I actually believe -- you see the mortgage business 
was just a business where anybody -- one day he's a 
milkman and the next day he's a mortgage broker. I 
feel that -- you see the Department of Insurance has 
my record right back to the time I came to Toronto. 
I feel that this licensing of mortgage brokers is 
lehg overdue and I think that Mr. Simone's department 
is doing a good job. Maybe he doesn't have the powers 
he should have. I think they should be possibly 
strengthened a little bit, but he's going in the right 
direction and these fellows will be weeded out. This 
is long overdue and you don't have to charge those 
rates that these fellows are charging. I mean it's -- 
if you have a good reputation you know. Most people 
come in to me, they investigate me before they see 
| me, They tell me, "I phoned the Better Business 

Bureau, I phoned here, I phoned there", They check. 
I think the only ones that are being milked today 
or bilked today is these desperate people and these 
people are borrowing for one reason, They are 
borrowing themselves into foreclosures, they are 
borrowing themselves out of their homes. The reputable 
broker won't have anything to do with them. I, myself, 
when they come to see me, these husbands and wives, 
"Your only hope is a finance company”. 

MR. IRWIN: Do you have any staff? 

MR. LATIMER: Beg pardon? 

MR. IRWIN: Do you have any staff like -- 

MR 


- LATIMER: No, there's three officers of 
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the company and that's all the staff I have. 

MR, IRWIN. ..: And you have a rented premise 
somewhere? 

MR. LATIMER: 330 Bay Street. 

MR. IRWING: :': Your income is confined, in 
this case, of the $250.00 charge, to roughly $125.00? 

MR, LATIMER: And I pay a heavy rent. But 
I'm not greedy. 

MR. BELANGER: Have you any advice for 
this Committee? 

MR. LATIMER: I beg your pardon, sir? 

MR. BELANGER: Have you any advice for 
this Committee as to what we could do to protect 
the public better? 

MR. LATIMER: Well, there's only two things 
| actually. I think your Statement of Mortgage is a 
great help. It's been a great -- as I said before it's 
a great help. I think that the interest rates on first 
and second mortgages, as much as possible, there should 
be a ceiling on them. I still say a second mortgage 
should have a ceiling of 12%. Then you wouldn't see 
these people with a little first mortgage running into 
a finance company and paying 18%. In other words the 
finance companies couldn't enter in the field. And 
if you look at this one here, as I showed Mr. Reilly 
before, this is what burns me up. Now, I am not 
patting myself on the back. I see this every day. 
You will notice on here -- this is a regular or 


collateral mortgage, this is a collateral mortgage. 
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Now these people pay 24% and not just for a second 
mortgage, but the finance company took the furniture 
in aS well. I put the $2,000 on the house. They 
had that man tied right up to here. 

MR, IRWIN: Mr. Chairman, may I pursue this 
a little further, I don't know whether I am getting 
anywhere but -- the terms that you are operating on 
this $6,000 deal, from my own experience, are roughly 
about the deal that they might get from an insurance 
company or a trust company or a mortgage company or 
a conventional institution. 

MR, LATIMER: Well, yes, that's why I patted 
myself on the basis of the insurance and trust 
companies as much as possible. I mean in regards to 
fees and disbursements and so on. 

MR. IRWIN: Now considering that these are 
roughly the terms that a conventional institution 
might be offering, I do know that they would also 
only be offering these terms to very first class 
situations -- just pursuing Mr. Reilly's line of 
thought. I assume then that you also are dealing 
only eR very first class situations? 

MR. LATIMER: Well, there is a thing where 
I can beat the trust company. I have to. That's my 
business. I try to. You go down to a trust company 
today and get a mortgage, $6,000. It's a five year 
deal, number one. Number two, it's closed. You can't 
pay it off in less than five years. 


MR. IRWIN: Can it be renewed at the end of 
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five years? 

MR. LATIMER: There is no clause in the 
trust company mortgage that is renewable either. That's 
number three. But with me I charge a little more but 
the man can pay his mortgage off pra two years. He 
doesn't want to be tied up for five years so he would 
rather pay me another $50.00 or so because he's got 
a longer term mortgage and he can pay it off when he 
wants to. 

MR. IRWIN: So that you feel if you are 
dealing with first class risks that you are offering 
a slightly better service than conventional insti- 
tutions because of the -- 

MR. LATIMER: Open clause and renewable. 

MR. IRWIN: The open clause and the longer 
term. Well, all I am really trying to establish is 
that while your business is very commendable and I'm 
all in favour of the lowest possible interest rate, 
obviously, would it not be fair to suggest that there 
might be slightly less than first class risks which -- 
in which a little higher brokerage fee and a little 
higher interest rate would be justified? 

MR. LATIMER: No. What I do is this. I 
try to treat everybody alike. The only stipulation 
that I make is this. I won't give a man with a poor 
house a 20-year mortgage or a 15-year mortgage. I'11 
cut him down to ten. My charges remain the same. 
There is the odd case -- I think since this year 


started that I charged one person, and that was the 
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1| other day, 73%. My people are like this: First 
mortgages are mostly estates and executors of estates 
take a dim view about asking for any more than the 
current rate of interest. Their stock answer is, if 
I was to offer them something at 73, they say, "What's 
the matter with it?" 

MR. WHITE: I think it is very desirable that 
a person like yourself is offering their services to 
the public and certainly it must be a very significant -- 
have a significant effect on the rates and terms that 
other mortgage brokers are -- that other people may 
charge, but to service those classes of borrowers whom 
you would not consider a good risk, there possibly 
“should be a market for these people. 

MR. LATIMER: Well, I try to help everybody 
I can, but I don't want to go above my limits. I have 
set certain standards and if I can't help them I will 
let some of these other fellows take it and charge them 
the other interest. I don't want them. My business is 
volume. I have a good volume business. I don't get five 
a month like some of these fellows -- I think that is 
the reason they charge their four or five hundred dollars. 
I have a much greater volume. I'm not disclosing it 
here, 

MR. WHITE: You don't care to disclose it? 

MR. LATIMER: No. If you want my volume you 
can get that from Mr, Simone. It's on the records. 

MR. MACDONALD: Mr. Latimer, you are a forth- 


right and refreshing critic of some of the practices in 
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the trade. What justification is there for the general 
practice in the trade of charging interest on the 
charges? 

MR, LATIMER: What -- 

MR. MACDONALD: I go to ons for a $6,000 loan 
and your charges are, for example, $250.00. Why 
should I have to pay interest for 10 years on the $250.00? 

MR. LATIMER: Well, we do the same thing -- if 
you went to National Trust Company -- 

MR. MACDONALD: No, no. You missed my question. 
I say what justification is there for this procedure? 

MR. LATIMER: You don't have to. If you want 
to come in to me now and say, "Look, now, I'm not going 
to pay the $250. I'll pay you that myself." I'11l give 
you $5750.00 straight. You pay me the $250 then you 
don't have to pay: the interest. All I want to do is 
be paid. But you don't have to pay interest -- 

MR. MACDONALD: But generally speaking, 
mortgage brokers don't grant this privilege of yours. 

MR. LATIMER: Well, I don't know. Once again 
I'm not speaking for the other fellows, but I would 
think anyone would accept their charges cash. 

MR. MACDONALD: You see, actually what this 
adds up to is another hidden cost. Because if I go in 
to get a mortgage for $6,000, for the life of me I can't 
see why, for the ten years of that I should be paying 
interest on what I pay you to get that money for me, 

MR. LATIMER: Well take your NHA mortgage -- 


it's the same way. You not only pay legal costs, 
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inspection costs, insurance costs, you pay on -- well, 
I don't know the list because I don't handle any 

NHA mortgages, but there is a long list of costs you 
pay and that's your 25-year government mortgage. And 
you pay on that for 25 years. 

MR. WHITE: Mr. MacDonald, I -- it isn't often 
I have to clarify what Mr. MacDonald says, but he is 
really referring to a case.where a chap signs on for 
$4500.00 and only gets $3,000. It's written at 7% but 
actually he is paying 103% on the money he got. You 
see what I mean? 

MR, LATIMER: I see what you mean. I don't 
handle those, 

MR. MACDONALD: With respect, this is another 
question. I was asking why do you pay interest on the 
charges. You are asking why do you pay interest on the 
bonus. 

MR, REILLY: Mr. Chairman, I was interested 
in Mr. Latimer's charges of 44% for $6,000.00. 
Approximately 444? 

MR, LATIMER: Yes, I hadn't figured it out, 
Iwas -- 

MR. REILLY: Supposing you borrowed $3,000.00 
Would you still charge the same amount? 

MR, LATIMER: No. Maybe you weren't here, Mr. 
Reilly. I explained, for instance, for $10,000.00 the 
charge is $300.00. For -- I charge the minimum. See, 
I never get a second or a first mortgage under -- well, 


I don't think I've ever gotten one under $3,000.00. 
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MR, REILLY: -And what would be the rate on 
$3,000.00? 
| MR. LATIMER: $150.00 minimum. 

MR, REILLY: Well then, would this cover your 
commission, $150.00? Would this cover inspection? 

MR. LATIMER: That's right. 

MR, REILLY: Would this cover legal? 

MR. LATIMER: That's right. 

MR. REILLY: Do you do your own legal work? 

MR, LATIMER: No, I do not. I'm just a broker. 

MR, REILLY: Do you have someone in your own 
office who does the legal work? 

MR. LATIMER: No. All my legal work is done 
on all my mortgages by the mortgagee's Solicitor. 

MR. REILLY: Well then, when you say you give 
a 15-year open mortgage, Mr. Latimer, what about the 
record of payment. Would this have not something to do 
With it? 

MR, LATIMER: You mean how? 

MR. REILLY: How he pays back the mortgage, 
and he's reliable and he's punctual and there is no 
problem whatsoever. But on the contrary somebody else 
pays back the mortgage and he's unreliable and he doesn't 
pay it on time. Does he still continue on a'15-year 
basis or is actually your mortgage a mortgage for five 
years with renewals if everything is well-paid? 

MR. LATIMER: Yes. Here's the way my side -- 
I didn't have a chance to tell you. Here's how my 


second mortgages are worked. It's a 15-year mortgage, 
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15-year amortization. It's for five years, renewable for 
ten if he is not in default. 

MR. REILLY: So you've got an excellent an 
excellent risk and he's paid one-third of it back. 

MR. LATIMER: Yes, if he's not in default. We 
don't want the defaulters, we want the mortgages. 

MR, REILLY: Well, you would recommend to 
someone that you couldn't lend the money at a maximum 
of 12% that he go to a finance company. I suppose the 
only reason you would recommend a finance company is 
that you would rather recommend a finance company than 
a competitor in the brokerage field; is that right? 

MR. LATIMER: No. That isn't the point. If 
it is a mortgage that is -- if I can't help him at 12%, 
as I showed you this one here, that's 24 remember that 
he signed for. 

MR. REILLY: Do you think that you are doing 
a service, Mr. Latimer, under the circumstances? Do 
you think the finance company is doing a service for 
the borrower here at 24%? You wouldn't give him that 
service. Do you think they are doing a service for him? 

MR, LATIMER: There is a thing here too that 
I didn't show you. This is another thing that this same 
outfit is trying to force down this man's throat. He 
will tell you about it when you check with him. Not 
only do they charge him 24%, they wanted to stick on 
a life insurance policy to protect them at a premium 
of $50.00. Well, he was smart enough. He said, 'No, 


I'll get my life insurance from my agent. Now, that's 
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another thing. I don't ask them for life insurance. 

MR. REILLY: The point is that they are 
rendering a service for this man that you are not 
proposed -- you won't render for him because you don't 
want to take the risk and I am just wondering -- 

MR. LATIMER: I do take the risk. 

MR. REILLY: But in this particular case you 
turned him down, you said, "Go to a finance company." 

MR. LATIMER: Not this one. 

MR. REILLY: No, in this particular case, of 
course, he came back to you. 

MR. LATIMER: No, he never came back to me. 

He came in to me a year after he got it from the finance 
company. 

MR. REILLY: I see. Yes, I recall this one 
now, But under general circumstances, Mr. Latimer, the 
point I am trying to establish is this: That there are 
some people who want to borrow money. They go to the 
bank and the bank says, "You don't have adequate security 
so you will have to borrow your money somewhere else”. 
This is common procedure. It happens every day. 

MR, LATIMER: Sure. And the bank that has 

refused him would charge him 113%. 

MR. REILLY: Yes. The bank has refused him -- 

MR. LATIMER: And they don't tell the owner, 
Mr, Reilly, that they are charging 113%.. ‘They say, 
"Oh, ours is a 6% loan". Very few people know -- 

MR, REILLY: If the bank doesn't lend him 


money, where is he going to go? 
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MR. LATIMER: I would say this. Why should 
aman go to the bank, for instance, and pay 113% and 
get it at 9% from me, if it was a second mortgage. 

MR, REILLY: But then you say, "I must insist 
upon you having 30% equity in your ie before I will 
lend you money on that basis”. 

MR, LATIMER: Right. 

MR. REILLY: Well, a conventional mortgage 
company or insurance company will do it on the same 
basis of 60 - 65 or 70% equity in a home. So you get 
a 60 - 65 or 70% loan with a 30% equity. 

MR. LATIMER: The bank would also give a loan 
on that basis, with that equity. 

MR. REILLY: I was talking with one lady 
yesterday who had borrowed money from a finance company 
and the only reason why she borrowed the money was 
because she didn't have enough collateral to borrow 
ae someone else, that's all. So she had to pay a 
higher rate of interest. 

MR, LATIMER: That is again -- I am not 
referring, I am not saying anything about the finance 
company. If people want to do it, all right, but I 
think that the people should be told what they are 
being charged. 

MR, REILLY: I agree. 

MR. LATIMER: And the trouble is, I find from 
people I see here, that they trust -- the man in the 
street today -- they trust finance companies. I don't 


know whether it is propaganda or what it is. They take 


= 
i . 
x ; s) 7 : a ™ = : 
= ‘eel mB ’ ' » €& e aa a 3 ¢ ‘ hs wwe 
a C » pe Ie is stHORG a hae 7 
YYo o_o ae 
= ." 


— 


; pivoda ydW .atdd yse bivow I :AEMITAL ie , set ma ; 
bas R4{f yseq bas .sonstant tot Aged enit oF 09 nem 6 js 
.ogsstzom brooea 8 asw vl tL . om mort Re 3s ti mt | 7 
datent taum IT" .yse soy medd dul :YRITER 18M hn coeuuy 
Ifiw I etoted emod avoy ak ytups ROE ant vad HOY nog : \, 
stasd tedd ao yanom soy bael ; 

digif :AaMETAL . AM 

sgsavionm fenoténevnoo s .lisW <:<YiLITEA .aM 
emae ond mo dt ob [llw yseqmos eomeivent to yteqsoo 
jeg voy 02 .omoad s nt uttups ROY xe 23 - 98 to etasd 
.¥diupe ROE 8 ddiw meet ROY so 2 - 03.8 

nsel s evtg ogis bivow Acad edT <:ABMITAL .AM 
.wiups tsdd ddiw..atasd dedv ao 


yvhsl eso détw yuttied asw I :YddTHA 6AM | aye 


YAsqmoo Sonsatt s mori ysnom howorrod bad onw ysbistasy 
asw yetom edt bewoticd sciea yw aeaset yino edd ‘tae 
-. worred oF Lanpdettos disvens evs tiabib ria sausosd 
s y¥aq oft ben sda oa iis a'itgdt .eale. Sto smos ani Bf c=) 
.dgevedm@t to sist serigid |e! 
| gon as I -- aisge al ted? +HeMITAL aM 3 _ log 
sonsatt end dvods gniddyns giftyse tom as I .guttietet as . . 
Io dud .ddgta ffs .gi ob o¢ tausw efgesq tI .yasqmoo 
ets ysdtd dearw biod ed biyeda siqoaq ed? tsdt aAnidd 
li | | | beaiero gated 
-eergs I :¥ddiaai .AM 
| mout batt I, .al efduout eft baA :HAMITAL .AM, «5 wy 
: edd at.asm odd -- tauit yet tedd .sied sea.I sigoeq | +a 


| — t neb I .astnggmoo sonsatt dewxt yedt -- ysbot toonda q jas | 


. = Yom i= 


af tt tsew to shemanenn. 924 iw. rort @ 
; | nian 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 678 


the same view of a finance company, the majority of 
them, as they do a trust company. 

MR, REILLY: In the long range view you might 
be doing them a service, Mr. Latimer, but on the short 
range view a person may say, "I want to save my home 
and you won't lend me the money, somebody else is going 
to lend me the money." And they will go to somebody 
else who will lend them the money and pay more money 
for it. 

MR, LATIMER: Let them do it. I don't do it. 
How is that going to save their home? 

MR. REILLY: Well it may, om many instances 
it has done. In some instances it has run him closer 
to foreclosure. He hasn't done him a service, he's 
done him a disservice, 

THE CHAIRMAN: Any other questions? Mr. Reilly’ 

MR, REILLY: No, I'm happy. | 

THE CHAIRMAN: Mr. Letherby? 

MR, LETHERBY: I was just interested, Mr. 
Chairman, in what Mr. Latimer suggested that a tariff 
be set by regulation of 12% on second mortgages, which 
I think is sound, but going back to Mr. Reilly's 
questions and the questions of the other members of 
the Committee, how are these people, who have already 
borrowed themselves into bankruptcy and are desperate, 
going to get money if there is a ceiling of 12%, begause 
if there is a tariff they can't go anyplace else. 

MR, LATIMER: No, sir. I feel it's. this way. 


It would avoid poeple paying 18% or 26% or 24% on good 
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properties. You see, the trouble is the home owner 
today has a confidence in the finance companies. I think 
possibly it's ill-placed. That's my opinion, for what 
it is worth. But I feel it would stop. Let the 
desperate people pay above the 12%, but let the man who 
keeps a good secure property out of the hands of the 
finance companies charging 18% and up. 

MR. LETHERBY: I see your point. It is very 
well taken. 

THE CHAIRMAN: Any other questions? 


MR. REILLY: I wondered how many refusals 


ir, Latimer would make normally. How many would you 
accept and how many would you refuse under the 
circumstances, on this basis? 

MR. LATIMER: Now you are getting to know 
my business. (Laughter) 

THE CHAIRMAN: Do any of the members of the 
Committee have any further questions? 

MR. MACDONALD: I would tke! taveen you just 
one question, Mr. Latimer. Have you any recommendations 
about revising that Statement of Mortgage form as it 


is at present? Or do you think it is satisfactory? 


I don't see that any more could 
be added to it. I think it covers it very well. It 
stresses that if there is a bonus, how much the bonus 
is and Mr, Simone has sent around a directive here this 
spring. You see -- what they used to do, when they 


took advantage of this, they didn't make a breakdown. 
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Say there was $1,000.00 costs involved,they weren't 
making a breakdown. They were showing the $1,000.00 as 
a bonus and weren't showing anything else. Mr. Simone 
sent around a directive here this spring making you 

i, itemize what everything was which I think is a good 
thing. I don't see anything else, no. 

MR, MACDONALD: What about an additional 
clause to the effect that -- spelling out the effective 
rate of interest? ‘The average person, -- we can't 
calculate the effective rate of interest here, there 
is only one man on the Committee, we are now trying 
to learn it properly. But the average person -- 

MR. LATIMER: Well, I don't see anything 
wrong with it. That's up to your Committee. But most 
people can figure out. They say "Look, my charges is 
$250.00, I've got a 15 year mortgage, I can divide that 
by 15". So what? 

MR. MACDONALD: And add that to the interest 
rate. 

MR. LATIMER: They are not that stupid, the 
public. They have wisened up a lot in the last couple 
of years. 

THE CHAIRMAN: If there are no further 
questions, I would like to thank Mr. Latimer for coming 
forward this morning. His testimony has been very 
helpful to us and we appreciate his coming. Thank you. 

Now we are going to hear from Mr. S. J. Sitzer 
of the Lance Realty Finance Limited. Mr. Sitzer is 


also a lawyer. 
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MR. SITZER: I have a prepared statement. 

THE CHAIRMAN: You have a prepared statement. 
I will ask Mrs. Dell to distribute the brief to the 
members of the Committee. 

MR. SITZER: Would you like me to read it, 
Mr. Chairman? 

THE CHAIRMAN: Yes. All right. 

MR. SITZER: This is addressed to the Legis- 
lative Assembly, Select Committee on Consumer Credit, 
Parliament Buildings, Toronto 2, Ontario. "Gentlemen: 

I wish to thank you for extending to me the invitation 
to appear before your Committee on Consumer Credit. ". 

THE CHAIRMAN: All right. Quiet, Please. 

MR. SITZER: (Continues to read brief). "My 
submission to you is based both upon my experience as 
president of Lance Realty Finance Limited, a company 
engaged in direct lending to the public on the security 
of real estate, and upon my training in the field of 
law. 

"T submit at the outset, gentlemen, that since 
the subject of "interest" and the regulation thereof 
comes under federal jurisdiction by virtue of the British 
North America Act, that the responsibility of the 
provincial government lies with the problem of dis- 
closure, The provincial government cannot legislate 
with regard to the regulation of interest rates. I do 
believe, however, that the provincial government can 
legislate regarding the form and nature of advertise- 


ments and contracts so that the borrowing public can 
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determine their cost of borrowing, or their cost of 
financing a retail purchase. The public is entitled to 
know their cost of borrowing and I submit that the duty 
of the provincial legislature lies in enabling the 
public to have their cost -- " 

THE CHAIRMAN: Just a moment, please. There 
is so much noise in the hall, It makes it a little 
difficult for you and for us to hear. Carry on. 

MR. SITZER: "The public is entitled to know 
their cost of borrowing and I submit that the duty of 
the provincial legislature lies in enabling the public 
to have their cost of borrowing disclosed to them." 

I might just digress for one moment. There 
was some discussion when Mr. Latimer appeared before 
the Committee with regard to regulating the ceiling on 
interest. I submit, gentlemen, that the provincial 
government doesn't have any authority to regulate 
with regard to ceilings on interest. 

"The two aspects of consumer credit where dis- 
closure arises are: (1) Disclosure in advertising, 

(2) Disclosure in the obligating contract. I deal 
firstly with disclosure in advertising. 

"T direct your attention to the term "interest 
rate", The term “interest rate" is in itself ambiguous. 
One would expect that "interest rate” is simply the 
cost of borrowing money. However, the cost of borrowing 
money depends not so much on the "interest rate" but 
rather on how this rate is applied. Interest can be 


pre-calculated, it can be quoted by the discount method 
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of calculation, it can be applied on a non-reducing bal- 
ance, or it can be recited in other than "per annum" 
terms. There are countless ways of referring to 
“interest rates" but the cost of borrowing money depends 
not so much on the rate of interest as on how the rate 
is applied. 

"Moreover, "interest rates" can be supplemented 
by other costs of borrowing or financing, e.g. service 
charges, commissions, brokerage fees, etc. It can be 
readily be seen, therefore, that reference to"interest 
rates" is not completely informative and does not give 
the borrower all the information which the borrower is 
entitled to have. I conclude in this respect, gentlemen, 
that the publie can be, and often is, misled by adver- 
tisements referring to “interest rates". In the absence 
of a uniform method of computation of interest being 
. established, more deception is practised by reference 
to “interest rate" in advertisements than in omitting 
to refer to interest at all. In this respect, most 
lending insitutions are guilty. The consumer public 
believes that banks charge 6% on personal loans when 
this is, in fact, not true. The consumer public believes 
that finance companies charge 11-12% on loans, when this 
is not true. 

"All companies lending money, either directly 
(banks, finance companies, etc.), or indirectly (financ- 
ing of retail purchases through discount or acceptance 
companies), compete with one another. This competition 


is reflected in the recital of "interest rates" in their 
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advertisements. Low rates are indicated to induce the 
borrower and competitors must follow these deceptive 
practices to compete. The effective, or true rate of 
interest applied to the borrower is not, however, as 
advertised but is a manipulation ieee rate advertised 
so that the borrower thinks he is borrowing at a certain 
rate and, in fact, is paying a higher true rate of 
interest. 

"T submit that tnt eiesat Geaiods should not appear 
in advertisements in the absence of the establishment of 
a uniform cea ad expressing interest rates. I submit 
that the simplest method of determining the cost of 
borrowing money or financing a reatil purchase is in 
reference to "total dollar cost" and "total dollar cost” 
should be advertised, not “interest rate". The only 
accurate way any borrower can know how much his loan is 
‘costing him is in terms of money, not "rates of interest” 
If the "total dollar cost” is stipulated the borrower 
has the opportunity of comparing the cost of any loan, 
or the cost of financing his retail purchase in terms 
of dollars rather than be deceived by reference to 
"rates of interest". For in truth, the rate of interest 
is only one factor in determining the ultimate dollar 
cost. 

"As I have stated previously, “interest rates” 
may be supplemented by other dollar cost factors, such 
as service charges, etc. The public, in relying on 
statements referring to interest rates alone, is misled, 


The consumer is more interested in his cost of borrowing 
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than he is in having his cost related in terms of 
interest. The interest can be manipulated, however, 
"dollar cost" can never be so manipulated. In view of 
the different methods of applying interest rates, and 

in view of the fact that interest is only one factor 

in determining the cost of borrowing money or financing 
a retail purchase, I submit that reference should be 
made to "total dollar cost" in advertising and not to 
"interest". Interest rates should not appear in 
advertisements at all. Exceptions to this policy can be 
made in the case of trust or insurance companies lending 
on first mortgage security, when simple interest is 
recited and no special service charges are factors in 
altering the true or effective rate of interest. 

"With regard to advertising, the "total dollar 
cost" advertised should be based on the lender's highest 
Scale of charges and should include all service charges. 
In this way the borrower is aware of his maximum dollar 
cost of borrowing at the time he reads an advertisement. 
He will be pleased if his cost of borrowing proves to 
be less than advertised, rather than find, as is now 
often the case, that he has been induced through 
a "come-on" advertisement only to find that he does not 
qualify for the terms advertised and his charges are 
higher, " 

I might just digress for a moment here. With 
regard to Mr. Latimer's testimony, his advertisements 
recite 9% interest and 6 3/4 and 7% interest. These 


advertisements are qualified by: the word "prime" and 
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Mr. Latimer mentioned in his testimony that in one 
instance he had a borrower, who was dealing with a 
finance company where he was paying 24%, come to him 
and he was charging him only 12%. However, there is 
no recital in any of Mr. Latimer's advertisements of 
12% interest. This borrower may very well have come 
to him on the basis of a 9% interest only to find that 
he is, in fact, paying 12. I'm not saying that 12% is 
good or bad, I'm just saying that the fact is he may 
have come to Mr. Latimer through Mr. Latimer's adver- 
tisements reciting a lower rate of interest than what, 
in fact, the borrower did receive when he attended Mr. 
Latimer's office. 

"This submission regarding the removal of 
interest rates from appearing in advertisements is made 
in the absence of a uniform method expressing interest 
rates being established. If a uniform method of 
expressing interest can be established, all advertising 
reciting "interest rate" should have the rate expressed 
in accordance with the terms so established and only 
the highest rate charged by the lender should be adver- 
tised, so that the borrower is not misled by advertise- 
ments reciting low rates. He can, on the other hand, 
benefit if he qualifies for a lower than advertised 
rate when only the highest rate is permitted to be 
advertised. Moreover, all other maximum cost factors 
should be expressed in advertisements so that a "low 
rate" is not materially changed through service charges. 


"The basic problem, as I have stated from the 
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outset, is one of disclosure. I have tried to this 
point to present my submissions regarding disclosure in 
advertising, I now direct your attention to disclosure 
in the obligating contract signed by the borrower, in 
his either borrowing money from a direct lender, or 
indirectly through a credit retail purchase. 

"I submit that regarding all time-payment 
contracts, e.g. chattel mortgages, conditional sales 
agreements, etc., that a supplementary statement form 
be required to be supplied to the consumer. This form 
could. be similar to the form that is required to be give 
under the Mortgage Brokers Registration Act. It should 
be a simple form, uncluttered with phraseology that is 
found in the usual chattel mortgage, conditional sales 
agreement, or land mortgage forms. The statement should 
be explicit and provide the consumer with the information 
concerning the "total dollar cost" of the loan, the term 
of the loan and the payments. By providing the consumer 
with such a simple form he has the opportunity of having 
disclosed to him in basic terms the cost of his time- 
payment contract and there is less opportunity for his 
being confused by the "fine print”. 


" Excuse me, I have 


"Regarding mortgages -- 
been speaking generally with regard to consumer credit. 
It hasn't been specifically with reference to mortgages 
only. This is with regard to banks, finance companies, 
acceptance companies, any institution that lends either 


directly or indirectly and what I have said up to this 


point applies to all lenders. What I am going to read 
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now will apply specifically to mortgage brokers. 
"Regarding mortgages on real estate, a dis+ » 
tinction sHowtd be drawn between “mortgage brokers" and 
finance companies lending on the security of real 
estate. It is true that both finance companies lending 
on real estate and mortgage brokers fall within the 
jurisdiction of the Mortgage Brokers Registration Act, 
however, there is a very real distinction between them. 
"Mortgage brokers are those who do not lend 
their own funds but arrange mortgages, i.e. they either 
sell mortgages or they find investors who are prepared 
to advance money on the security of mortgages. Since 
the mortgage broker does not have his own funds but 
relies on others for money, the mortgage broker is not 
in a position to maintain a uniform policy of lending. 
As a broker he must take into consideration the dictates 
or wishes of a third party, i.e. the investor, and terms 
and rates must be tailored to satisfy the investor. The 
borrower, in dealing with a mortgage broker, can thus 
find himself paying a price for money that is dectated 
by what some unknown investor wants in the way of a 
return on his investment. Moreover, the broker, in 
addition to exacting a term and rate that is often deter- 
mined by a third party, usually charges a brokerage fee 
or commission for his service. These fees have been 
known to run quite high and considerably alter the 
effective rate of interest paid by the borrower. 
"Finance companies, lending on realty, lend 


their own money. As such, a uniform policy of lending 
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can be maintained. The dictates or wishes of a third- 
party investor do not have to be taken into account. 
The lending policy of Lance Realty Finance Limited is 
uniform and does not vary. All loans are made on the 
Same basis and there are no qualifications regarding 
security, such as "prime" or otherwise. If a loan is 
made it is made on the same terms as each and every 
other loan. If the merits of the loan do not meet our 
standards, no higher rate or other term is applied, the 
loan is simply rejected. No brokerage or inspection 
fees are charged and only a nominal legal fee, which 
includes disbursetients, is ever made. 

"A borrower, in dealing with a mortgage broker, 
is unaware of who will be holding his mortgage contract 
and to whom he will be responsible for payment. Should 
there ever be some misunderstanding or complaint, the 
borrower finds himself dealing with someone who had no 
knowledge of the circumstances surrounding the arrange- 
ment of the loan and, therefore, has difficulty in 
getting satisfaction. 

"A borrower, in dealing with a realty finance 
company, knows throughout the life of the loan with whom 
he is dealing and doesn't find that some unknown party 
is holding his mortgage. As a result of this, if there 
should ever be any complaint, recourse can be had by the 
borrower directly to the finance company. 

With regard to advertising, since mortgage 
brokers rely on a third-party investor to advance money 


to the borrower, it is difficult for them to advertise 
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rates of interest or give examples of loans. .In such 
advertising it is quite likely that the loans actually 
made would not adhere to the scheduled examples or the 
rates recited, since an investor may not be prepared to 
invest on the terms and for the yield on the particular 
security offered, Thus in advertising rates of interest, 
or showing examples of loans, the mortgage broker must 
qualify the advertising with such words as "prime", 

The reason this must be done is that the broker is not 
completely aware of what term or yield an investor may 
want for any particular security. 

"The disadvantage now lies to the borrower in 
that he sees an example of loan or an advertisement 
reciting a low rate of interest and is attracted to the 
advertiser. However, he is not aware that the example 
in the advertisement, or the rate recited, which attract 
‘ans may not apply to his circumstances at all and that 
his property is not "prime". Once again it is difficult 
to determine the meaning of the qualifying word "prime" 
Since the test is a subjective one. The result is often 
that a borrower is misled through advertising and finds 
himself obligated under a contract other than as 
advertised and other than that which he expected when 
replying to the advertisement. 

"With regard to finance companies, since the 
moneys invested are their own, a uniform policy of lend- 
ing is maintained. No qualification has to be made and 
no "come-on" rates or examples of loans need be adver- 


tised, which rates and terms would seldom, if ever, be 
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I personally subscribe to this policy of advertising and 
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adhered to. Finance companies have long advertised 
examples of loans indicating the amount borrowed, paymen 
period and monthly payments. No rate of interest is 
expressed. 

"Dollar cost" of the loan is easily determined 
by subtracting the amount borrowed from the total to be 
repaid. Borrowers do not find in dealing with a 
finance company that some schedule of repayment or term 
other than that advertised is applied to them upon their 
presenting themselves to the finance company in answer 
to an advertisement. This is so because only one scale 
of charges is applied by the finance company and no 
qualification is made of the security presented by the 
borrower. Either a loan is made on the basis of the 


advertised schedule or no loan is made at all. No 


greater charges are made to compensate for poor security. 


the advertising and lending policy of Lance Realty Fi- 
nance Limited is based on this concept. The borrower 
gets exactly what was advertised, nothing more and 
nothing less. 

Unfortunately mortgage brokers, who are unabl 
to maintain any uniform lending policy, advertise rates 
and terms that are rarely adhered to. To reiterate my 
earlier submission, I suggest that no interest rates be 
advertised and this policy should be extended to include 
mortgage brokers (including realty finance companies), 
but that reference should be made to "total dollar cost” 


in advertisements. "Total dollar cost" appearing in 
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advertisements should be based on the mortgage brokers'! 
highest scale of charges and all service charges should 
be spelled out in the advertisement so that the borrower 
is not surprised by hidden charges upon his attendance 
at a broker's office in response to advertising. 

"The problem of disclosure regarding mortgage 
brokers does not arise other than in advertising since a 
supplementary statement of mortgage is provided the 
borrower enabling him to see his total cost of borrowing. 
However, the advertising aspect of disclosure regarding 
mortgage brokers can be considerably improved if 
mortgage brokers, in advertising, disclose: (a) Their 
highest scale of charges rather than their Lowest} which 
is now done and (b) Disclose their highest supple- 
mentary charges, é€.g. commissions, fees, etc. 

"By advertising in this manner the borrower, 
on reading an advertisement, can determine his highest 
total cost of borrowing, rather than be induced by 
deceptive advertising into believing that his costs 
are less than what will, in fact, prove to be the case. 

"Finally, I submit that a department will have 
to be established which will have power to regulate on 
all forms of consumer credit (other than interest rates); 
-becausénastI«mentioned, interest doesn't fall within 
the province of the legislature, “including land 
mortgages. The scope of consumer credit is extremely 
wide and this subject matter should all be brought under 
the supervision of one department rather than be dis- 
bursed among various governmental departments wherein 
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one department looks after land mortgages, another ch 
chattel mortgages, another conditional sales contracts, 
etc. Consumer credit extends to all forms of direct or 
indirect borrowing, including retail credit purchases, 
regardless of the form the security for repayment takes, 
be it land mortgages or otherwise, and the field is 
sufficiently large and important for a new department 
to be formed to supervise it. 

THE CHAIRMAN: Do wish to add anything to 
your brief? 

MR. SITZER: Well, I came in this morning 
during Mr. Latimer's testimony and I would say that 
Mr. Latimer is certainly, from my experience in this 
field, I would have to be honest with you and say it 
is extensive, his position is unique, really. His 
scale of charges is very normal. Other than the fact 
that he must do a tremendous volume of business, I 
can't see how he can survive. Because his advertising 
costs would be large and the overhead in running any 
kind of office is substantial so in the absence of his 
running a large volume of business, from the scale 
of charges that he mentioned I can't see how he could 
stay in business. However, he mentioned that he does 
do a large volume of business, so therefore that's why. 
With regard to his advertising, he may very well give 
the majority of loans on the basis of his advertising 
schedules. Mr. Latimer, among others, advertises a 
schedule in the newspapers -- you borrow $6,000, you 
receive$5750,term 20 years, rate 7% -- something like 


that. Now these advertisements are always qualified by 
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the word. prime, a prime security. Now, Mr. Latimer, 
in the example that he mentioned to us here was, in 
.fact, lending someone $2,000.00 at 12%. I don't think 
that it's proper that someone should come to see Mr, 
Latimer -- now these people may very well have besa: 
referred to him, I don't know how they got tb him -- 
but if it wasn't this particular party it may have 
been others that would have been attracted to Mr. 
Latimer on the basis of a 9% first only to find that 
they are, in fact, paying 12%. Now I don't think that's 
right. I think that in any advertising the highest 
scale of interest or charges should be advertised, 
not the lowest. And if someone qualifies for a better 
rate, fine. Let them then benefit by a lower rate, 
what the broker or lender or whoever it is that gives 
him the money feels they deserve. But I don't think 
that it's fair that they should be induced into coming 
into anyone's office on the basis of something that 
they may, in fact, not receive. That's with regard 
to advertising. I have some examples of advertisements 
which I collected over the last little while and I 
would be glad to let you look at them and have them if 
you like, and they would be examples which, in my 
opinion, in certain instances would be examples of good 
advertising and in other instances poor advertising. 
THE CHAIRMAN: Just a moment now. Is the 
Committee interested in hearing some of these read, 
or having a look at them, or just having them filed. 


I think we will just file them with the Secretary. 
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MR, STIZER: - Basically these examples -- there 


are all kinds of consumer credit -- that one happens to 


\ 
\ 


be the Bank of Nova Scotia and is as advertised, They 
mention borrow at a certain figure -- $300.00 or $1,000. 
-- you repay over a certain period -- 12 months, 36 
months, and so on -- and per month. 

THE CHAIRMAN: There is no mention of the 
rate of interest? 

MR, SITZER: I think that is good adver- 
tising. Because if they did mention the rate of 
interest, and they might very well mention it, a 6% 
rate. This is an example (voice inaudible) -- now 
they have examples of loans like that which once again 
refer to amount required, a certain figure (voice 
inaudible) -- however, I do believe that this is bad 
advertising. On the side of this little advertisement 
they have a series of questions and answers and one 
of the questions is, "What does a loan cost me?" And 
the answer is, "6% per year deducted in advance. " 
(voice inaudible)--Yet this, in effect, is not a 6% 
rate which, I think, would be the wre gained 
by a borrower. (Voice inaudible). This is an example 
of a loan by Household Finance Company and once again 
the amount of the loan, the term of the loan and the 
monthly payments, no rate of interest is recited and 
yet, in all these instances, any borrower obtaining 
any amount of money, in any of these advertised areas, 
gets exactly what was advertised, nothing more, nothing 


less. And I think that's fair, because if a borrower 
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wants to borrow $1,000.00 over 30 months and pay 
$41.45 -- if he's prepared to do that, that's fine. 
He knows that that is exactly what he is going to get 
when he replies to this ad and I think that's fair. If 
a rate of interest has to be stipulated in advertising 
then I can tell you that the rates that are going to 
be stipulated are the rates that are going to be 
doctored in some way so as to reflect or create an 
impression that they are, in fact, less than the true 
rate. 

MR. BUKATOR: Unless there is some legis- 


lation. 


MR. SITZER: Unless there is some legis- 
lation stheink how interest should be expressed. 
Whether we have -- the provincial legislature has 
authority to do that, I don't know. But that's 
something else again. One thing I can say is that 
they cedaakie don't have authority to regulate with 
regard to ceilings. I'm not saying that is good or 
bad, but they don't have authority to do it. so that's 
my feelings on advertising. I hightndby the way, give 
you an example of the type of advertising we use, as 
well. It's basically the same as that which -- 

(voice inaudible) -- basically it's a schedule of loans, 
cecwats you may borrow, monthly payments and the terms. 

MR.BUKATOR: Do you advertise extensively 
in the newspapers? 

MR, SITZER: No. We do very little, I would 


say almost no advertising in the newspapers. 
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MR. BUKATOR: Radio? 

MR. SITZER: No. 

THE CHAIRMAN : Gentlemen, are there any 
questions or shall we have Mr. Sedgwick -- 

MR. BUKATOR:. We touched on advertising and 
-Pates of interest, now this Lance Realty Finance 
Limited, you do a lot of mortgage loans, do you? 

MR, SITZER: Woy: tendon:'t -- | 

MR. BUKATOR: | I'm nialatol I was asking the 
gentleman if they did a lot of mortgage loaning, but 
you do not? 

- MR, SITZER: No, we are, I would say, very 
small, certainly we don't compare with the volume of 
business that Mr. Latimer does. 

MR. BUKATOR: Most of your financing is 
what, in what area? What do you finance? 

MR. SITZER: Our loans are made only on 
security real estate. 

MR. BUKATOR: On real estate only? 

MR. SITZER: Security real estate only. We 
are not a general finance company, lending on chattels 
which cover cars, furniture and so on. We lend only 
on security of real estate. We are mortgage -- 
effective mortgage lenders. 

MR. BUKATOR: Yes. That was the question I 
was trying to make. Now, if I were to come to you and 
borrow, let's say, $3,000, I suppose I could look at 
this little schedule here? 


MR. SITZER: Right. 
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MR. BUKATOR: As to how that would be handled. 
What rate of interest would you keusiaee $74.10 per 
month on $3,000 would bear your company? 

| MR. SITZER: What rate of int aweut would that 
be? 
| MR. BUKATOR: Yes? 

MR. SITZER: Well, I would say that the rate 
is about 134%, or 13.75, excuse me. Now, due to the 
fact that it is amortized -- all loans that we give are 
amortized, they are paid out in the period provided for 
in the contract, and they are all -- I would say 90% of 
them are made exactly on the basis of this chart. 

MR. BUKATOR: Do you recommend that formula? 

MR. SITZER: I think that it is certainly a | 
very fair rate of lending. I wouldn't say that it could 
be applied throughout the lending field though. 

MR, BUKATOR: You actually take mortgages on 
the property? 

MR. SITZER: Yes, we do, that's right. 

MR, WHITE: I would like to know how you get 
that interest rate, 13.75? 

MR, SITZER: Well, we -- looking at any example, 
say $2,000. We charge 5% per year as a bonus. In other 
words we precalculate 5% each year. 

MR. BUKATOR: Well, what's that got to do 
with it? 

| MR. WHITE: Well, here are the figures -- 
let's just use these figures. 


MR. SITZER: Very good. 
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MR. WHITE: So if you take $2,000 for easy 
figuring, 49 - 39 times 60 months. Isn't that multiplie 
by 60 payments? 

MR. SITZER: Yes. 

MR. WHITE: I know how to work it out here 
again, but I suggest that it is considerably more than 
13.75. 

MR. STIZER: I was glad to elaborate that 
due to the fact that it is amortized it works out toa 
higher rate than that. It is approximately 17% due to 
the fact that it is amortized but if it were not amortize 
it would work out to 13.75%. 

MR. IRWIN: That's the essential point, is it 
not, that -- I just made a rough calculation -- the 
effective rate is, to me, 19.2%. 

MR, SITZER: That is inaccurate. 

MR, IRWIN: Why is it inaccurate? 

MR, SITZER: I don't know how you do your 
calculating. It isn't right at all. 

MR, IRWIN: Well, if you use a compound 
interest table, which I haven't got, using short cut 
methods, and I have checked this out with actuarial 
tables and this would, in effect, be in that range at a 
compound rate of interest. 

MR. SITZER: No, it isn't that at all. I 
believe that Mr. Simone presented Mr. Sedgwick with -- 

MR. SEDGWICK: Yes, I have a table Ere 
by the Financial Publishing Company which shows that the 


norm of $1500.00 -- that's the first one on your list -- 


Pe. ee - : > ‘a ', ois en a f . 
Tell ; Tare re init’ dil pe he snags whe. mot =" 
= oe : @ a ' — = : 
F il it a 


| yess tot 00 8 ous voy I-08 | — ot | 
boartetin dadt d'nal .addmom 00 aemtd C€ -= CF . ae ial | 
radnemysa 8 yd 


)- eee 


exed tuo gi avow od word wood I :TTHW AM & ted 
asdit stom yldersbtanoo at df tsdd dasagva I dud .atsas 
| | ey. 
gedd stsrodsie ot balg asw I :HHSTTS AM, 
g of do artow SL. besidtome at Jf dadt Jost edd ot eb 


od sub RYL YIodsmtxorqgs at 31 .vedd madd oten, mocmbel 


hostoxoms don oxow SL ti dud boxstdnoms at or oastt gost end 


* 


Rey. FL ‘ot duo wow bisow df 


“> | 
| df af .gntoq Istinsage edd a'dedT  :vTwal o fiMt 


ol 
; 


oft ~~ cofidsivolse davet s sbhbsm dau I -- tedd ,donm 


a: .8S.0f .om od .at otet evitostie 


* 


-sdsioosnt ef tsiT :AaSiIa AM 
fetexrusosmt ct et yeriW sMIWAL oi 
ot amoy ob voy wor wom t'nob I :AaSTIA .AM 
ffs ts tdgtx d' mat dl. .gatisivolso 
bowogqmoo s say poy ti .ifeW :WIWAL sal 
tuo dxodea sntay .tjoz d'neved I doidw .,sidsd tastedat 


: 
Zs 
+? 
a 
| 
fetusutos ddtw tuo aidd bexoedo sven I-bas .abodiom 
| 8 ts ognst dsdt at od .dostie at .bivow afd? bas aeides 
- 
- 
2 


.tasregai to sisi Pawoqmoo 


I ffs ts tedd ¢'ost 3f of :fANTIS JM 


| ae Aetw Hotwabea .aM Ostneastq scomia .aM deds evetied | g 
. te 


om s evei I .as¥Y s:ADIWEGaS .AM Ps, 


a0 a 


sted fo eno sent ota ua 


vie =e Te 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 700 


would be payments of $36.82 a month, which is about 75¢ 
a month less than yours and over five years the true 
rate is 17%. 

MR. SITZER: Yes, that's true. That is quite 
true. Through the fact that it is amortized it increases 
the -- 

MR. SEDGWICK: The principal is being paid 
out -- 

MR. SITZER: Correct. That's true. 

MR. IRWIN: I think, in effect, when you said 
I was totally wrong I am not totally wrong. If we 
worked this out actually by tables you would find -- I 
don't know what formula Mr. Sedgwick has -- using 
compound interest tables it would work out in the area 
of 18 to 19%. 

MR. SITZER: No, I disagree. 

MR. IRWIN: All right. I'll agree with your 
17%, but it isn't 13.75 as you stated. 

MR. SITZER: . I would have to say that the 
computation of a rate of interest is a very difficult 
thing. This 17% that's reflected in the tables which 
Mr, Sedgwick is looking at, is prepared by some galeas 
lating machine. The method of computation -- I haven't 
really any idea of how it's done exactly -- I would say 
that none of us here could determine the accurate rate, 
or true rate, or effective rate of interest that is 
being charged within 3 or 4%. 

MR. IRWIN: No, I disagree with you totally. 
That is not so. 


MR. SEDGWICK: (Voice inaudible) 
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MR. MACDONALD: Within 1% either way. Surely 
Mr. Sitzer, the weakness in your whole presentation, 
in which there is some rather good points that I think 
our Committee should consider, is that what we want is 
an effective rate of interest. Now, if the public are 
being wise’ in,’ in the fashion that you deplore, by not 
telling what the effective rate of interest is, by just 
telling the dollar value, they don't -- even intelligent 
people can't calculate the dollar value. 

MR. SITZER: That's true. 

MR, MACDONALD: What this means -- so your 
effective rate of interest is what you want. You see 
now, you want full disclosure and yet you come before 
the Committee. and claim it's f3)wihenySantasty it's 
LT or 18-or"19. 
on 6 ini MR. SITZER: . That isn't true. ‘In our calcu- 
wavieny in surneabeiacheatwnden 16t¢eRs basic, we reel 
that the rate -of interest is approximately 14%. Now, 
if every payment were made on the day that it fell due 
throughout the entire life of the loan, then I would 
have to bow to the calculating machine and say, "Yes, 
we do charge 17%". However, in practice there are very 
few loans that are made where people repay exactly in 
accordance with the obligating contract. 

MR. MACDONALD: In other words, hidden in 
your presentation is. an extra 3 or 4 or 5% because of the 
fact that they may be late in the repayment of their 
loans on occasion? 


MR. SITZER: I wouldn't say it's hidden in 
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my calculation. I would say that it, in fact, works 
out that way if you take it accurately, if you take 
the payments as they are made with respect to any loans, 
what's been repaid and the way it's been repaid, I would 
say that the effective rate of interest which you would 
get on the loan would be about 149%. | 

MR, BUKATOR: Mr. Chairman, the question I 
would like to ask at this poiht does not the gentleman's 
company issue cheques to the man who borrows the money? 
At least make them out for him and have 12 post-dated | 
cheques sent in to your company so that you can put them 
in the bank when they come due? 

MR, SITZER: We don't insist on that. 

MR. BUKATOR: But you do use that erdsttder 

MR. SITZER: If they request it, we do. We 
don't insist upon it. I would say there are very few of 

ourloans that are paid that way. And notwithstanding 

that that is the manner in which some loans are paid, we 
often get requests’ fromfborrowers saying, "Please don't 
put my cheque in on the first of the month. Hold it to 
the 15th of the month". And we do. Or if they don't 
call we often put cheques in and then, of course, they 
are returned NSF, which, in effect means they haven't 
been paid in the manner in which they contracted to so 
pay. 

MR. WHITE: Well, now then, sir, in this 
matter of advertising, you complain in your brief 
about come-on advertisers, and you have been good enough 


to provide us with a sample of your advertising and I 
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have a card in my hand which is an advertisement of 
yours which is about a year old and here is some of the 
phraseology. I want you to tell me whether it is a 
come-on or not, since this is one of your objections. 
"Do you need money? Are your monthly payments too high? 
Rerbaps you need money to pay a mortgage about to ohne | 
due. Available cash will solve most financial problems. 
You may obtain advice and cash from us under a low 
payment mortgage loan plan", which we now have determined 
is 18% plus or minus 1%. "Start living again! All 
loans are open! Secure ready cash!" Is that not a form 
of come-on advertising? Start living again, etc.? 

MR, SITZER: I won't deny that we are bonnes 
for business but there is nothing that appears in the 
advertisement which isn't true. Any loan that we make 
is in exact accordance with the schedule advertised. 

MR. WHITE: Well, does the trade's low payment 
mortgage loan plan -- is that consistent with the 17% 

-- the same rate of interest? 

MR. SITZER: I would say yes. 

MR. WHITE: Then what would be a high, what 
would be a high payment mortgage loan plan? 

MR. SITZER: I would say that the loans that 
we generally make are made to people who are presently 
dealing with finance companies where the rates are 24% 
and also even greater than that. 

MR. WHITE: Is your lending on the basis of 
real estate collateral only? 


MR. SITZER: Only. 
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. WHITE: -Do you add any furniture? 


. SITZER: Never. 


5 6 


. WHITE: Never. That's all. 

MR. BUKATOR: I would like to get through 
my line of questioning. This money that you would loan 
me if I came to your office would be by way of first 
mortgage only? 

MR, SITZER: No. It could be by way of a 
third mortgage, and if often is. 

MR.BUKATOR: Does the same rate of interest 
apply, according to your schedule here, if it's a third 
mortgage? 

| MR. SITZER: Yes, it does. We have only one 
scale of charges and that's it. There is no deviation 
made -- 

MR. IRWIN: You made a comment just a moment 

ago when Mr. White asked you what would be a high: rate 
of interest and you referred to some of the charges by 
finance companies of, let us say, 24%. That was what 
you said. Now, how did you arrive for comparative 
purposes at their 24%? 

MR. SITZER: By looking at the tables that 
Mr. Sedgwick has in front of him, By looking at the 
tables that Mr. Sedgwick has in front of him, if you 
would be interested, you would find that the example for 
the schedule of payments that are advertised by the 
Canadian Bank of Commerce, in the little advertisement 


which I gave to you, reflected interest rate in excess 


of 14%. 
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MR. IRWIN: Well, that's not the point. 

The point that is revealing to me is that you are quite 
aware of what this Committee is talking about when they 
speak of an effective annual rate of interest because 
you are able to quote the effective rate. of interest 

in the Canadian Bank of Commerce is 14% and that some 
other company is 24% and under questioning you admit 
that,;using the same comparison, yours is in the area of 
17%. I say that by using actuarial tables it's 

towards 19% but nonetheless you came and suggested that 
you are only charging 13.75% so that you must have 
khown, in your own mind, that when you quoted 13.75% 
that you weren't giving us the comparative figures 
within your own mind. 

MR. SITZER: I would say that I am not 
prepared to completely rely on these tables. I don't 
know how they are calculated really. I don't know 
how they are prepared. I know exactly how I do my 
calculating and I know that I'm not out very much. 
However, if through the fact that it is amortized, 
which it is in the obligating contract, it is amortized. 
But it, in fact, very seldom finds itself paid off on 
the basis of what people have agreed to and for that 
fact, if it isn't paid exactly, I would say that there 
is probably a reduction in interest of maybe 3 or 4%. 

MR. IRWIN:. Well, on this question of whether 
they pay the day before or the day after or two days 
late on each payment, is an administrative one and I 
don't think the effect on the rate of interest would 


be very high, but maybe it would. I will have to look 


201 aa aaell 
.titog odd dom a' daddy few :MIWAL .smM 
etiup ers voy tends at om ot gatlsovet “at euete énteq odT 


youd modw dyods gninisd af sestimnod aids dedw to etsws | 
saugoed trexetnt to otdsi Isuans avitoostte ms to dseqe | 
snotedat to sts1i svidostio odd egesp ot olds eis NO 
emoe gadt bus RAL ak eonemmod To aes astbens) oAfd mak 
timbs voy sainotdseup tebay bas RAS at ynsqmoo tedto |% 
to sete seid at at euvoy .moalusqmoo omse eft antay,.tedd 8 
e'dt aefdet Catueutos satay yd dest yee I FRY! @ 
dadd betneguva bas emso Noy nae londexdm dud’ REL abtawod =| OL 
svat doum voy dadd of ROY.EL sntguero yYlmo ste: voy | IT 
wey. EL bedoup voy aondw tedd .batm wo svoy tt .fword st 
asiwett ovitsisqmoo odd ay gnivig J' msiew soy gens jel 
brim nwo wey atddtw is 
ton ms I dedd ysa biuow I :AESTLC .FM . et 
¢'nob T .eeided eacdt no yler yletdefamos ot bousqesq 101 
woot 3'nob I .yilses bedsfwolso ste yodt word word iy 
vm ob I word yitosxe wont I .betsgqetg ots yous won }8l 
ove yisy tuo don m'I tsd¢ wom! I Sas gatdsivoise QT 


| .bexstdrome et dt tsdd Jost ont dgvouds if te vewor 1 Of 
| pestétome et Jt .dostdaoo gatisatido sdtnt et dh dotdw [IS 


! 
mo Ite bieq tleatt abntt mobise yrev .dost at .JL gud BSS 
( 


#add tot bas o¢ besres oved sfqosq tanw to ehesd ods | €S 
etend tedd yse bivow I .vidosxe bisq t'aat di Ti .tost cs 
Ri to © odysm to tasrstni at motdoubet 5 yidsdoug at Es 
yernterw to mottesyp aldd oo .f[isW sWMIWwHl .AM ‘a 
eysb owd to a9tIs ysh oft to eteted ysbh edt ysq yord | ¥S 


I bas ono ovitdextetntmbs mp at .tnsmyag ose no stsl | 8g 


biuow deorednt Yo sssx edd mo dootte ent antdd ti mop |e 


Hoof of evan [ftw i .bivow st odysm dud .datd yrov ed |} 


ANGUS, STONEHOUSE & CO, LTD, 
TORONTO, ONTARIO 706 


into it, But I think the essential thing that we 
have to -- I'm merely trying to keep us on the right 
track because we have had’other people up before us 
and by using these relatively simple and short-cut 
methods of establishing effective rate of interest, 

we have found people to be charging very high rates -- 
4O, 50, 80% rates of interest. So we have to talk 
about -- when we are oe about your we alban -- we 
have to talk. stout this: same effective rate of interest, 
instead of talking about 1g -. -- and I think that we are 
| right on the crux of the whole problem here when, on 
page 2 you strongly recommend -- withone previous 
| wording and tid fotvewtie wording "that the only 

really meaningful statement to the public is dollar 
cost". _ Now, — not here to give opinions; put I would 
‘like to. get ‘yours. » Supposing you had a situation in 
which a man was: “ettectively. borrowing $100.00 and it 

is statea to ‘nim’ that’ the carrying charges were $20.00, 
‘so°the full. amount-<in cash to be paid is $120.00. Now 
you made-a élear "statement of the deat to him of the 
money -- the total dollar cost but, again I am using a 
short-cut method which I checked out with actuarial 
tables and it's within 1 or 2% -- would it surprise 
you that if that person were required to pay back 
$120.00 in six payments that he might be paying as high 
as 80% effective annual interest? If he were required 
to pay in 12 payments he would be paying roughly 40% 
per annum compounded interest? And if he were required 


to pay in 15 payments it would be 32% roughly. Now I 
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1/ don't really feel that(at least I would like to get 
2 your reaction to it) that just merely stating the dollar 
3 cost is sufficient because one person might say, "Well 
4| it's only costing me $20.00"but if he has to pay it 
5] in six months he's paying 80% interest. This is 
6 entirely different than if he has to take 12 months or 
7| 15 months. I think this is the essence of it. We 
8 should be trying to find some kind of yardstick, 50 
9 that the dollar cost can be related to something else. 
10 MR, SITZER: Well, I would say that in the 
11] ¢ase of an amortized loan where you mention this is— 
12| paid off in six months or twelve months or fifteen 
13/ months, I would think the effective rate of interest 
14/ can be determined. However, if the loan runs for 
15 six months or twelve months or fifteen months and in 
i that period of time the monthly payments that are 
17/ pvequired to be made by the borrower are less than 
18| sufficient to retire the indebtedness I don't know 
19| how you would calculate the rate of interest. 
20 MR. IRWIN: Well there is another method 
21| which isn't too difficult to deal with -- there is a 
22| final payment to be made. But I don't think that is 
23 yeally important. Your programme requires total pay-off 
24 in five years, I gather? We are talking about a 
25 totally amortized loan over the period of the loan and 
26 what I am trying to establish and I am quite sure what 
27 the Committee is trying to establish is that merely 
28 stating the dollar cost is really not a yardstick. You 


29 say a man is 60 inches high, we would have to make a 
30,|) 
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conversion to 6 feet and we know what a man 6 feet high 
is like. If somebody tells us the carrying charges are 
$20.00 I think there should be some method of conversion 
into something that the borrower might recognize, that 
is, an effective annual rate of interest. 

MR. SITZER: I agree with you, sir. Insofar 
as this is expressed in a supplementary statement form, 
Similar to the form that's required under the Mortgage 
Brokers' Registration Act. In other words, if someone 
comes in to Household Finance Company, or any other 
company for that matter, and borrows $100.00 under the 
terms that you recited, the total dollar cost is 
recited as $20.00 and then that can be converted into 
a rate of interest -- an effective rate of interest -- 
in the Supplementary statement of Form. Something 
that is clear, it's independent of the obligating 
contract or the chattel mortgage form itself and it's 
expressed on a document that has only perhaps got six 
or seven items and they are well spaced and large 
enough for a borrower to be able to see exactly what he 
is doing. I agree with that. 

MR. IRWIN: So, in other words, you made out 
a good case on page 2 for limiting the declaration or 
the revelation to the borrower to total dollar cost, 
you wouldn't object to a supplementary form of inform- 
ation converting that to an effective rate of interest? 

MR. SITZER: As a matter of fact, Mr. Irwin, 
I suggested that, I believe that I have. What I referre 


to on page 2 and up to I believe page 3, was advertising. 
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MR. BELANGER: Well, this is the point that 
I want to say, Mr. Chairman, I don't actually believe 
that he practices What he preaches because on page 2 
you say here, “If a uniform mehtod of expressing interest 
can be established, all advertising reciting interest 
rate should have the rate expressed in accordance with 
the terms so established and only the highest rate char 
charged by the lender should be advertised, so that 
the borrower is not misled by advertisements reciting 
low rates." And here on your card, "We, at Lance, 
secure credit loans. You pay low interest and you 
use the most practical and economic means of financing. " 
Actually here, you don't actually ‘believe what you are 
trying to present to this Committee here this morning. 

MR. SITZER: I believe, if you will permit. 
me to read, "We consider home owners to be a preferred 
risk. We believe our preferred rates and terms are 
considerably better than consumer finance company neue 
That's the statement in the advertising. And I do 
believe that the rates that we offer -- 

MR. BELANGER: (Voice inaudible) 

MR. MACDONALD: The point that I come to in 
listening to this as a member of the Committee, Mr. 
Sitzer, is to expressed total dollar costs without 
indicating what effective interest rate this means is 
just as misleading as to express interest rate without 
all of the other calculations in it. 

MR. SITZER: I agree with you. I do agree 


with you, but in the absence of a uniform method of 
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expressing this -- 

MR, MACDONALD: Well, I think the job of this 
Committee is we have got to come up with a uniform 
method, otherwise you are left in the position where 
you can mislead even though you preach otherwise. 
Because you say it is 14%, now you concede under 
questioning that it's 17%, others argue that it's 19 or 
20%. 

MR, SITZER: I'm sorry. I didn't mean to 
mislead ‘you in saying that it was 14%. Our method of 
calculating indicates that it is 13.75%. 

MR. MACDONALD: The thing you argue, it's 
amortized. Sure, it's 14%. But from the point of view 
of the Board sure, it's amortized, therefore it's 17%, 
not 14%, 

MR. SITZER: That is on the basis, Mr. 
MacDonald, that the payments will be made in exact 

compliance with the contract which he signs, which I 
- ee assure you is very seldom done. I would say that if 
you were to take any loan and work it out for the period 
of time, taking into account the payments made on the 
dates that they are made and so on, that the effective 
rate of interest that you would get on any loan would 
be, I would say, something substantially less than 17% 
recited in the tables. 

MR. WHITE: How do you charge a penalty? 

MR. SITZER: We never charge penalties 

MR. WHITE: If the fellow is three months 


late, you don't? 
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MR SITZER: Never charge a penalty. 

MR. IRWIN: So I suppose in some cases the 
effective rate is 3% per year? 

MR. SITZER: No. We don't charge any 
penalties, but we don't find people being in arrears 
for a year or for an indefinite period of time, extend 
the contract on for ten years just because he is not 
making payments. 

MR. IRWIN: Do you make a practice of asking 
a borrower to submit post-dated cheques for any period 
of time? 

MR. SITZER: No, we don't. We have in 
certain instances, at the borrower's request, prepared 
cheques for them, but I would say that that applies 
to an insignificant number of instances. 

MR. IRWIN: What action would you take -- 
supposing I was obligated to pay you $37.06 on the 
15th of August, the 15th of every month and it didn't 
arrive in your office by the 18th, what action would 
you take? 

MR. SITZER: None at all. 

MR, IRWIN: You wouldn't take any? 

MR. SITZER: None at all. 

MR. IRWIN: Are. you sure? 

MR, SITZER: None at all. 

MR, IRWIN: Well then, on what date would 
you take action against me. Now, wait a minute, I 
should clarify that. By action I don't mean legal 


action, I mean a telephone call or letter or reminder. 
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1 MR, SITZER: Not even a telephone call or 

2| a letter or any kind of reminder. 

3 MR, IRWIN: Until when? 

4 MR, SITZER: Until your next payment fell 
5| due. It would be another month. 

6 MR. IRWIN: Supposing I failed to pay then, 
7| after you had reminded me. What would you do then? 

8 MR. SITZER: We would write to you, we would 
9 speak to you, we would ask you what your problem seems 
10| to be. We carry accounts that, through one reason or 
11 another have found themselves in difficulty, and are 
12| unable to make their payments through some exigency 

13/ that arose in an interim period and they don't make 

14 the payment or miss the next two payments and it will 
15| carry on at the end. At the end of the five year 

16| period he will owe two or three or five payments, 

17|| depending on the number of payments that he's missed. 
18 MR, IRWIN: On the basis of 100, of your 

19 clients, how many would miss these monthly payment 

20} dates’by more than five days? 

21 | MR. SITZER: I would say thatihalf. 

22 MR. SEDGWICK: Do you charge interest on 

23|| the interest? 

24 MR. SITZER: No, we do not. We provide the 
25] borrower with a schedule which we order from Boston -- 
26 I don't know if this Committee has seen such an 

27 amortized sheet -- reciting the breakdown of each 

28 payment as to principal and interest and the resulting 


29 balance. We provide each borrower with such a statement 


30 
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and the borrower has a complete knowledge for the life 
of his loan exactly what interest he is paying, what 
principal portion of the payment he has made and what 
the resulting balance is and there isn't any -- we 
go by the same thing and this interest on interest 
amounts to pennies. It may reflect in interest in 
altering the yield, but the calculation and the time 
spent in calculation to determine what the difference 
would be would cost us more in time and bother than it 
would be to forget about it entirely and that's 
exactly what we do. We never charge interest on interest 

MR. BUKATOR: May I pursue my line of thought 
here, If I walk into your office and borrow $3,000, 
what must I provide you with to get this money? Legal 
fees and disbursements and inspection of my property? 

MR, SITZER: There is no inspection charge. 

MR, BUKATOR: You do all of this at your 
own expense? How about legal fees? 

MR. SITZER: There is a nominal legal fee 
which is made, which averages $65.00, and that includes 
the disbursements. The only charge that's made. There 
is no brokerage fee or service charge or anything. 

MR. BUKATOR: In other words I would get 
my $3,000 less $65.00? 

MR. SITZER: Right, you would receive from 
us, if you came in with $65.00 and said, "Your charge 
is $65.00" and you paid us the $65.00 then you would 
get $3,000.00. If, on the other hand you didn't have 


the $65.00 or you said, "Just take it off the $3,000 
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i I will be receiving", you would then receive $2,935. 


Q 3 MR. BUKATOR: Why do you say there is no 

3 inspection fee? You must be satisfied, is that it? 
4 MR. SITZER: Well, we inspect the property, 
5| put we don't make a charge for it. 

6 MR, SED@WICK: May I pursue that further? 

7 You take a mortgage? 

8 MR, SITZER: Yes, we do. 

9 MR, SEDGWICK: If the loan is $3,000 you 

10 


take a mortgage for how much? 
il MR. SITZER: The mortgage that we draw up 


12! 4s for $3,750.00. 


13 MR. SEDGWICK: So that you add a bonus? 
i MR. SITZER: Correct. 

15 MR. SEDGWICK: Then the rate of interest 
16 


expressed in the mortgage is how much? 


i?) MR, SITZER: 7%. 

ad MR, SEDGWICK: 7% on $3,750.00? 

19 MR, SITZER: Right. 

sn MR. SEDGWICK: So what the borrower gets 
21 


is not $3,750, but $3,000. The mortgage is for 

22 $3,750.00 and the borrower actually gets $2,935.00, 
is that right? 

= MR, SITZER: Yes. 


MR. SEDGWICK: Then when one come to look 


a at your advertisement, the amortized figure will not 
a be $3,000, but $3,750; is that correct? 

+ MR, SITZER: No. The amortization figure 
29 


of $3,750 at 7% is, looking at your table, $3,000 is 
30 
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$74.10. 


MR. SEDGWICK: I see. But the mortgage 
is for $3,750? 
MR. SITZER: Yes, that's right. 


MR. SEDGWICK: And it is an: open mortgage? 


SITZER: It is. 

MR. SEDGWICK: And if, after two or three 
years, the borrower wants to pay it off, what does he 
pay? 

MR, SITZER: He pays the balance that is 
then outstanding. 

MR. SEDGWICK: But he is obligated to pay 
the $3,750; isn't he? 

MR. SITZER: Correct. 

MR. SEDGWICK: That's his legal obligation? 

MR. SITZER: That is correct. 

MR. SEDGWICK: Yes. And you can force that 
obligation? 

MR, SITZER: Yes, we can. 

MR. SEDGWICK: Is there anything in the 
document that says that he is entitled to discharge 
the mortgage by paying less? 

MR. SITZER: Nothing at all. 

MR. SEDGWICK: No. So that at the end of 
a year or two years, if he wants to discharge the 
mortgage he can be legally (voice inaudible) 

MR. SITZER: That is true. 

MR. SEDGWICK: Yes. Does this happen on 


occasion? 
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MR. SITZER: On occasion it does, very 
seldom I would say, but on occasion it does, 

‘MR, SEDGWICK: How often is seldom? 

MR, SITZER: I would say that perhaps less 
than 5% of the time. ‘It is difficult to say, but I 
would say less Cuan ade. 

MR. SEDGWICK: When we talk about an effective 
rate of 17%, in a case where the mortgage is cleared 
up in two years, the effective rate would be closer 
to 40% wouldn't it? | 

MR. SITZER: I don't know about that, but 
it would certainly be higher than 17%. 

MR. SEDGWICK: Do you make any reference 
in any of your advertisements to the fact that the 
mortgage will be a bonus mortgage? 

MR. SITZER: None at all. 

MR. SEDGWICK: Do you explain that to them 
when they come in? 
| MR. SITZER: Yes, I do. They are provided 
with a Statement of Mortgage form which clearly 
expresses the fact that there is a bonus, the amount 
of the bonus and the monthly payment, the fact that 
it's completely retired in full. 

MR. SEDGWICK: And is the bonus fixed with 
reference to the amount advanced? 

MR, SITZER: The bonus is always 5% per year. 

MR, SEDGWICK: I see. The bonus is 25%, 
is that right? 


MR, SITZER: Right, on five year term, which 
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is the basis, the term, on which we make our loans. 

MR. SEDGWICK: So if there is a $5,000 
mortgage there would be a -- about $150.00 bonus, 
is that right? 

MR. SITZER: Exactly. 

MR, SEDGWICK: Yes, on a five year mortgage. 
That, of course, is the amount that they are obligated 
to pay. 

MR, SITZER: Right. 

MR, SEDGWICK: Yes. .Do you lend any monies 
other than by way of a bonus charge? 

MR, SITZER: Very seldom. There are times 
in business loans that we make for the purpose of 
business. 

MR. SEDGWICK: I am thinking rather of the 
people to whom these advertisements go and they are 
all bonus mortgages, are they? 

MR. SITZER: That's right. That's correct. 

MR. SEDGWICK: And I understood you to say 
that you charge the same rates whether it's a first 
or second or a third mortgage; is that right? 

MR. SITZER: That's true. 

MR. SEDGWICK: So that if you take a first 
mortgage and applying the bonus, they would be paying 
17%; is that right? Effective rate? 

MR. SITZER: That's true. 

MR. SEDGWICK: And being an open mortgage, 
if it is paid off much sooner, it will be much more 


than 17%; do you agree on that? 
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MR. SITZER: Yes. 

MR, SEDGWICK: That would apply to first 
mortgages when you take them? 

MR, SITZER: Yes, 

MR. SEDGWICK: Do you think it fair to say, 
in the light of that, --I'm reading now from your > 
third advertisement -- "We are offering for the first 
time a new financial service available only to home 
owners, because we consider home owners to be a 
preferred risk and we believe our preferred risk terms 
are considerably better than tonsumer finance’ company 
rates". 

| MR. SITZER: I state that they are 
considerably better than consumer finance company 
rates and that is a fact and people that come to us to 
borrow, might, in the alternative, find themselves 
dealing with a consumer finance company and their rate, 
if they owned this very building that we are sitting 
in, er and clear of encumberances, would find them- 
selves paying 24%. 

MR. SEDGWICK: You aren't a practising 
lawyer, are you, Mr. Sitzer? 

MR. SITZER: No, I am not, Mr. Sedgwick. 

MR. SEDGWICK: Are you still a member of 
the Law Society? 

MR. SITZER: Yes, I am a member of the Law 
Society and I pay my bar fees and the compensation 
-~- but I haven't taken up my practising certificate for 


the past two years. 
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MR, SEDGWICK: Then your sole business is 
operating this finance company? 

MR. SITZER: That's true. 

MR. SEDGWICK: Do you have more than one? 

MR, SITZER: No. 

MR, SEDGWICK: Did you at one time have 
one called Concord Securities Limited? 

MR. SITZER: I, at one time,was a shareholder 
of a number of shareholders in Concord Securities 
Limited. That was a mortgage brokerage company that 
hasn't done business now for the last, I would say, 
two and a half years or so. 

MR. SEDGWICK: Do you have an interest in 
another one called Consolidated Investments Limited? 

MR. SITZER: Consolidated -- no, not 
Consolidated Investments Limited. 

MR. SEDGWICK: Consolidated -- what was the 
name -- Consolidated something. 

MR. SITZER: Consolidated Investment Company. 

MR, SEDGWICK: Is this in operation? 

MR. SITZER: Yes. Consolidated Investment 
Company and Lance Realty Finance Limited are, in effect, 
the same company. They are separate companies but 
they are, in effect, the same. 

MR. SEDGWICK: (Voice inaudible) 

MR. SITZER: There is no advertising. 
Consolidated Investment Company is a holding company. 

MR. SEDGWICK: You said you didn't -- in 


reply to a question of Mr. Price's -- I think you said 
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you didn't advertise in the newspapers. You have 
advertised in the press, have you not? 

MR. SITZER: We have dn one small 
advertisement in the Globe and Mail. That advertisement 
had run for a period of about a month, a month and a 
half. 

MR. SEDGWICK: Looking at what I am told is 
a copy of an advertisement you ran, and it contains a 
similar statement, "With a Lance preferred loan you 
pay lower interest and you use the most practical and 
economic means (voice inaudible) -- that is compared 
to other finance companies, I take it. Isn't that 
in comparison with what other mortgage companies 
charge? 

MR, SITZER: I hate to tell you, Mr. 
sedgwick, I am not really familiar with that advertise- 
ment, however, the advertising that we do in the 
papers -- there is one small ad which has been -- it's 
pens ordered to be discontinued. It isn't doing 
anything for us. We are cancelling the ad but if it 
says that, that's true. 

MR. SEDGWICK: Did Concord Securities 
Limited, when it was in business, advertise from time 
to time in the local press, particularly in the Star? 

MR, SITZER: Yes it did. It advertised 
extensively. 

MR. SEDGWICK: And did Concord, in its 
advertisements, at any time, tell prospective borrowers 


that there would be a bonus on top of the principal? 
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MR. SITZER: In its advertisements? 

MR, SEDGWICK: Yes? 

MR, SITZER: No, 

MR. SEDGWICK: Are you familiar with the 
transaction that Concord had with a Mr. Clary of 
Oshawa? 

MR. SITZER: Not especially. 

MR. SEDGWICK: I beg your pardon? 

MR. SITZER: Not particularly, I don't recall 
that. How long ago was that transaction? 

MR, SEDGWICK: 1958. A transaction with 
Concord. 

MR, SITZER: I might say, as I did earlier, 
I was associated with Concord Securities, which was 
a mortgage brokerage firm. The capital that Concord 
Securities had was not its own but it dealt in the 
buying and selling and arranging of mortgages and I 
was one of a number of people that had an interest in 
that particular company. 

MR, WHITE: What was your interest, 
approximately? 

MR. SITZER: My percentage interest? 

I think it was 20%, there were five principals. 

MR. SEDGWICK: Were the others members of 
your legal firm? 

MR. SITZER: Two were, 

MR. SEDGWICK: They had 20% also? 

MR, SITZER: Well, I think that together 


we had approximately 50%. 
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MR. SEDGWICK: Your legal firm? 

MR. SITZER: Yes. 

MR, SEDGWICK: So you had effective control 
of the thing. 

MR, SITZER: I wouldn't say that we had 
effective control. I think effective control is 
determined by the directorship of a company. 

MR, SEDGWICK: If your firm had 50% of 
the stock, would you have the power to elect the 
Board of Directors? 

MR. SITZER: No. Not power to elect the 
majority of the Board, only an equal number, 

MR, SEDGWICK: What was your position with 
Concord? 

MR. SITZER: I believe that I was the 
Secretary. 

MR. SEDGWICK: Who was the President? 

MR. SITZER: I can't say that I really 
recall who the President of the company was. I think 
that I was the Secretary. I know that I wasn't the 
President. 

MR. SEDGWICK: Was your partner 
the President? 

MR. SITZER: I don't think so. 

MR. SEDGWICK: In connection with the 
Clary matter, what is your comments on it. I am 
informed that the mortgage, the advance at least, was 
$3,500 but the mortgage was for $4,968 at 7%. Does that 


pring it back to your memory? 


fordnos svitostte bed voy 08 : 
yentdd end to 
bad ow deft yse di abivew fT RUSTIC AM, ey ES 
at foxtnoo svitgoetts xaAntdd I .fortnoo evitee?te 
.unsqmoo s to qidetotostth edt yd bentorreteb 

to ROS bed att? avoy TI sROIWHGae . AM 
ait doef ot tewoq ond eved troy bivow .doote edd 
| Sutodoeatd to base 

sid goslIe ot tewoq tow .off 2PASELS . iM 
veda faype os vino .basef edt lo ydtrobem 

| dd¢iw coldteoq woy asw tdadW :HOTWOdES .Ail 
thtogMmoo 

eit asw lL tedd evetied I :HESTIA .AM 
,Yistetoed 

Stnebtestt edt asw ofW s*OTWOGRe . AM 

yifser I tsedt yse t'aso I “AASTTA A 
Xatdt I Vasw yasqmoo odd to daobbest? sad onw Si goot 
. eid t'nesw I dad worm I .yustetcoe’ odd asw I tadd 
4 ,tasbisaett 
4 yendisg wroy asW <:NOLWhdaa AM = 
SinebLlast{ ends | 

.o8 x%ntdée d'nob I <sfaSTIA .Aw 
efit dtiw moftosnnos al :A0IWAGHa .AM OY 
7 ms I .dt mo atcemmoo avoy at tsdw .tetdam yteld 

: esw .dessl ts sonsvbs sit .sgsatiom odd dedd bemiotst a 
}ego0d .8y ds 800.4¢ Tol asw ogsgitom edd dud comet | 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 723 


MR. SITZER: No, it wouldn't. The fact 
that you mentioned Oshawa, Mr. Sedgwick, would have 
some bearing on it because it would be an out of town 
mortgage and any arrangements made with regard to 
out of town mortgages certainly would have commanded 
a higher charge, than a mortgage that would have been 
arranged in the City. However, I would like to state 
though that this is something that happened five 
years ago. It was with regard to a mortgage brokerage 
company with which I was associated, as a minority 
shareholder. And the company is no longer in business, 

MR. SEDGWICK: Well, I thought that it 
might have something to do with your (voice inaudible) 

MR. SITZER: Not at all. 

MR. SEDGWICK: At that time Concord was 
controlled by Mr. Igor Kaplan (voice inaudible) 

MR. SITZER: Well, there was a Mr. Wiess 
that was involved in the company as well. 

MR, SEDGWICK: How much did he own? 

MR. SITZER: He would have owned, well, I 
would say probably 25% and there was -- 

MR. SEDGWICK: Was there a Mr. Mark 
associated with the company? 

MR. SITZER: Mr. Mark? 

MR, SEDGWICK: Yes. 

MR, SITZER: No. 

MR. SEDGWICK: Do you recall the name of 
Mr. Mark appearing in the advertisements that were put 


out by the company? 
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ur. SITZER: Yes. 

WR. SEDGWICK: . Who was Mr. Mark? 

MR. SITZER: The name of Mr. Mark would 
have been advertised in newspaper advertisements so 
as to identify the source of the oar, 
ae ‘MR. SEDGWICK: Oh, it was,(voice inaudible) 

MR. SITZER: True. 

MR, ‘SEDGWICK: Do you know a Mr. Brain 
- who was ae tsiiel.t ie connected with the company? 
MR. SITZER:. There was no Mr. Brain. 
MR, SEDGWICK: No Mr. Brain. Did you use 
the name Mr. Brain: in advertisements? See Mr. Brain? 
MR, STTZER: Yes, that is so. That was 
to determine the source of the call, to determine 
where the calls were coming from and what basis of 
advertising was doing the best job for us. 

MR. SEDGWICK: Mr. Brain was a fictitious 
person, is that right? 

MR, SITZER: That's true. 

MR, WHITE: On that point, sir, in fairness 
to the witness, I don't think this is uncommon. I am 
thinking now of a great western Ontario newspaper which 
gives fictitious names to its girls to compartmentalize 


its want-ads. 


MR, LET What great western head was 
this? I'll give you one guess. (Laughter) 

MR. SEDGWICK: Do I understand you to day, 
Mr. Sitzer, that your present company, Lance Realty, 


holds all its mortgages? 
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MR, SITZER: Every one of them. 

MR, SEDGWICK: Every one. That is, you 
don't assign them? 

MR. SITZER: Not one. 

MR. SEDGWICK: So you aren't really acting 
as mortgage brokers? 

MR. SITZER: Not at all. With regard to 
Concord Securities, that was a matter over which I 
had no control. I wasn't the only shareholder. It 
was a brokerage concern and I didn't have control 
with regard to policy or method of business or the 
guouat tin of the business. With regard to Lance 
Realty Finance Limited this is not the case. 

MR. SEDGWICK: You do control that? 

MR. SITZER: I do. I control Lance 
Realty Finance Limited and the method and basis of 
operation and the administration of the business is 
entirely within my own scope. 

MR. SEDGWICK: You said that a legal fee 
was charged. That is the only fee? 

MR. SITZER: That is the only fee. 

MR. SEDGWICK: Who does the legal work? 

MR.SITZER: My brother. 

MR. SEDGWICK: That's a member of your 
legal firm? 

MR. SITZER: Not a member of any legal firm. 

MR, SEDGWICK: Oh. I was looking at your 
letterhead -- you appear to be 


MR. SITZER: No. 
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MR. SEDGWICK: Your name appears on the 
letterhead of a legal firm, does it not? 

MR. SITZER: No, it does not 

MR. SEDGWICK: I see. 

MR, LAWRENCE: Before you leave Concord, 

Mr. Sedgwick. As you know, Mr. Sedgwick, I have had 
some business dealings with Concord on the other side. 
Is Concord still not in business? 

MR. SITZER: NO. It debanar do any 
business at all. 

MR. LAWRENCE: Does it still hold mortgages? 

MR, SITZER: No. All the mortgages that 
Concord held have been transferred over to Myad 
Investments and Elmore Investments. But Victorian 
Gray had records to Concord Securities to arrange 
these mortgages so they have always referred to them 
as Concord Securities. 

MR. SEDGWICK: Mr. Sitzer, did you, in 
your advertising at one time, carry the statement 
that your mortgages did not have the bonus feature? 
Wasn't there a statement in some of your advertising 
saying No Bonus? 

MR. SITZER: In Lance Realty Finance? 

MR, SEDGWICK: Well, I think in Concord, 

MR, SITZER: I wouldn't be prepared to say 
with regard to Concord because I didn't control 
advertising entirely with regard to. Concord and whether 
that is so or not I can't say. Sometimes -- I wouldn't 


know. I can certainly state that that is not the case 
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with regard to Lance Realty Finance. 

MR. SEDGWICK: How long has Lance Realty 
Finance been in business? 

‘MR, SITZER: About a year and a half. 

MR. SEDGWICK: I see in an advertisement 
that you ran this year 1H the Globe, you said that 
Lance Realty Finance is an all Canadian company, with 
a reputation for service, integrity and fair policy. 
Your reputation is based on your operation of a year 
and a half; is that right? 

MR. SITZER: That's correct. I would like 
to state --\exciise ime: for one weird -- that in the 
year and a half that we have been in business I have 
never received one complaint with regard to any trans- 
action which we had in that period of time. 

MR. IRWIN: Could I ask this question? Did 
I understand rightly that you always charge: a bonus? 

MR, SITZER: I would say that that would be 
correct 99% of the time. 

MR. IRWIN: Well, on your schedule -- I'm 
just trying to get this clear -- examples of loans, 
$5,000, this is what the borrower undertakes to repay? 

MR. SITZER: No. That is the amount which 
he receives, he may borrow, that's the amount which he 
receives. 

MR.IRWIN: Okay. Let's try that now. 
Supposing this is the face value, then why actually 
only get $3,750? 


MR, SITZER: If this was the face value of 
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the mortgage, he can take a discount of 20%, over five 
years, -- a discount of 20% on 5,000 would be $4,000. 

MR. IRWIN: In other words, on this 
schedule, if I went in and I said I was applying for 
a loan under this term, $5,000 at $123.48 a month -- 

MR, SITZER: You would receive $5,000. 

MR, IRWIN: I would. But then I would be 
paying on $6,000? 

MR, SITZER: You would be paying on $6,250. 

MR. IRWIN: Oh, that's right. 

MR. SITZER: 7% interest. 

MR. IRWIN: We are engaging in a little 
arithmetic here. Let's stick to this point. I only 
went in intending to borrow $5,000 period, not 6250 
and what I end up is getting what? $4,000, right? 

MR. SITZER: Right, and your payment is 
$98.78 a month. 

MR, IRWIN: Well, it says $128.48. I don't 
get this. 

MR. SITZER: I'm sorry? 

MR. IRWIN: I don't quite get this-- 

MR. SEDGWICK: He gets $4,000 but he signs 
a mortgage for $5,000, is that right? 

MR. SITZER: In reply to this ad you would 
come in for what amount of money? For $5,000 -- and 
you are prepared, on the basis of this ad to pay $123.48 
a month for five years to get $5,000. You would get 
$5,000 and you would pay $123.48 a month. 


MR. IRWIN: The bonus is in the $123.48? 
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MRS ‘STTZER: i: ‘Correct. 


oR. WHITE: “Why. do you do it that way? 


It's dniiiie ectne ing the effective interest rate, 


ten't it?” 

MR, SITZER: Not at all. The effective rate | 
of interest shalbenenhaatt be set out in these Mortgage 
Statement .forms now. 

MR. SEDGWICK: In the mortgage you have to 
put bipater: 

MR. SITZER: Oh, yes. .The reason that we 
do that, Mr. White is because these loans are often 
put through by mortgage brokers, Mr. Latimer gave 


examples of them, with effective rates of interest 


at 12% or 9% or something like that, or 8%, whatever 


it was on first mortgages, and so on. If, during 

the term of the loan a borrower finds himself ina 
position where he wants to sell his home he will not 

be able to sell his home with a mortgage that is 
stipulated at 12% or 17% or whatever rate of interest 
is stipulated. This enables, by converting it into 

a 7% rate, it enables the borrower to sell his home 
allowing a purchaser to assume the obligation which 

he has contracted for. Now, if the vendor owned a 
home, no second mortgage at all, --this is how these 
rates are determined, these rates just aren't arbitrar- 
ily arrived at -- if a borrower or if an owner sells 
his home he has only one mortgage on it. The purchaser 
doesn't have cash, he has the down payment, thé 


balance to be taken back by the vendor in a second 
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mortgage. The second mortgage rate recited in the 
mortgage taken back would be 12%. The purchaser would 
never buy the house if the vendor said, "Well, I 
want 12% on a second mortgage", he would never buy 
it. Well, the purchaser pays a higher price for the 
house which higher price is the amount which the vendor 
will have to discount on his second mortgage which he 
takes back, to realize the cash and the amount which 
he will lose by discounting his second mortgage will be 
a minimum of 20%. Therefore, the bonus or discount 
which we charge is a discount of 20%. 

MR. SEDGWICK: Yes, so that your mortgage 
really equates a builder's mortgage? 

MR. SITZER: Correct. 

MR. WHITE: Well, I am through, except that 
I would like to make an observation. That is that 
this witness and his company are charging a relatively 
high rate of interest compared to conventional mortgage 
lenders and a relatively low rate of interest compared 
to consumer finance companies and, although I was not 
pleased at the initial mention of an interest rate 
which, to me, seemed deceptive, I think this is a 
good operation. 

MR. SITZER: I appreciate that, Mr. White. 
I would like to state that, in relation to mortgage 
brokers ~- using Mr. Latimer's example -- he had 
someone that is converting their loan from a finance 
company at 24% to his company at 12%. This was a 
$2,000 loan that he referred to -- I did some 


calculation when he mentioned this -- the rate of 
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interest that he was charging this individual was 12%. 
His charges were $200.00. Now, if you take: the $200.00 
and divide it -- now he said this was for a ten year 
period, only for five years but on a ten year plan 

that it would be renewable -- if you took it on a ten 
year period, this $200.00 would be $20.00 a year. His 
rate of 12% on $2,000 would be $240.00 adding in the 
$20.00 per year charge would bring it up to $260.00. 
Now the borrower has only received $1800.00. If we 
divide 1800 into the $260.00 -- which is the way that 

I calculate my interest -- you will find that that 

is 143%. If it ran only for five years the effective 
rate which Mr. Latimer would be charging would be 153%. 
Now we will all have to agree, certainly I will, that 
Mr. Latimer, in his charges, is very lost, I'd say 
extremely lost in his charges and I would have to say 
that in most brokerage, mortgage broker, instances 

that where a rate of 12% is charged, plus usual -- I'm 
not talking about high and I'm not talking about low -- 
but usual brokerage fees, inspection and commissions 
and so on are charged, I would say that there are very 
few mortgages, very few second mortgages, that would 
have an effective rate of interest less than what we 
charge, and in most instances I Wadia say that it would 
be greater because if we can see that by charging 
$200.00 over a ten year term, which break down to 
$20.00 a year, that the effective rate of interest 
jumps to 14.5 and if this thing was amortized I would 


have to say that it might very well work out to about 
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17% because that is what amortization does. Then I 
would say that in Mr. Latimer's case, for example, 
which I would have to state with my knowledge and 
experience, that his charges are very modest. If that 
can work out to an effective rate of approximately 17%, 
if it was amortized and that's what it would work out 
to, then you can imagine what the effective rate of 
interest would work out to, with reasonable brokerage 
charges and inspection, appraisal, and so on, plus 

a reasonable rate of interest, what it would work out 
to through a normal mortgage broker. I would say that 
with no hestitation that it would work out considerably 
higher than the rate that Fe charge. 

MR, REILLY: I know it's late, Mr. Chairman, 
and you are anxious to conclude for lunch til one or 
two o'clock that I-had in mind. First of all, if I 
borrowed some money from you for a. period of five 
Shine REST want A a back in:the period of one 
VERY, do you not charge me for Suvaie that back in 
advance? Is it not customary for most finance companies 
to charge for prepayment when you want to pay it back 
in advance? 

MR. SITZER: They allow you some discount, 
is that what you mean? 

MR. REILLY: Yes. Well, instead of -- I 
porrow $5,000, I think I need it for five years and 
then I find that I don't need it for five years and at 
the end of one year I come back to you and say, "I 


would like to pay this loan back to you". Do you not 


7 - 
: 7 ~ ehh oe aie oe i ow sn | 
PF _— sore SUOMA. 
ots 00 os JOWIMOTE 


or 
I nest .2e0b sotdesttooms daw at tedd eausood RVI 


elqmsxs tot .9e80 e' tential aM ot ¢sdd ysa bivow 

bas eghsfwood ym ditw edste ot even bivow I .dotiw 

tert 2 .teebom ytev sis aemtsdo ald tedd , sonnel teaqxe 
“RTE vlotemtxorqgs Yo eet evisostte ns OF due stow nso 
jo oarow bivow dt dadw e'dsd? bas bestdiome asw Sr TL 

So oder ovitostte odd dandw omtgemt aso voy nedd .ot 


aneurevotd oldesoases dftw ,ot jxo otrow blvow teeteval 


sulgq .co o& bas .Isaisiggs ~agolsooqant bas esg usds 


io Aaow biwow dt tesw .teotedat to etary sfdenossex s = [Of 


dadt wa bisow 1 .texoud egsgdrom Iemion s dguowld oF pit : 
yldstesbitanos dro vow bivow gt desde molisdidecd on Aviw ist 

omrerio ow dade oder! ond madd tosighd et 

 femrted .eM .edef atti wont I :YuITSA .AM ee ; 

so ano [fdt doawl vot sbuloroo ot abotxns sts voy bas 

I tt .ffs to tert® bata nt Sead I tent Yoolo'o owt Jr 

ovtt to bofteq 5s tot yoy mony Yeonom onoe beworred 


sno to boftteq ede nt sosd dt ‘eon! ot dicew Tr pets’ araoy jet 


nt dosd dst gntysd {Ot om epuntio Jom Noy ob .Ts6SY 


eotnsgmoo somsatt taom tot yissodave ten Jf el  Toonsvbs 
xosd tt ysq ot snaw woy norw tromysqetq rot saisdo oF 
Toonsvbs mt 

winvooalb smog woy wolis yedT <MESTIAa .AM 
fnesma voy teriw tntd et 

I =-- to bsotent .[foW  .seY <:YiITaa .AM 
bas atssy ovit tot tt boom T aimtdd I .000.8$ woxtod 
f ts bie arsey Ssvit rol df been #'mob I tedd bati I ment 
I" .yse bas yoy o3 Nosd emoo I 1resy emo to bas ont 
y ove od ."yoy ot Nosd nsoi aidt ysq oF extl 
Bs ee ater oe 9 i ae eee ie) 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 135 


charge me now extra? . 

MR, SEDGWICK: Mr. Reilly, you are forgetting 
that your obligation isn't $5,000, it's $6250. 

MR. REILLY: You pay the whole bonus? 

MR, SITZER: Yes. | 

MR, REILLY: And under those circumstances, 
do you not have a fixed charge, such as three months' 
interest possibly? 

MR. SITZER: No, we don't have any specific, 
minimum charge or anything. 

MR, REILLY: Yes. I've gone into a julehbnt 
with you, I realize this, and I can take a full five 
years to pay it back, but I don't require five years. 

I thought. I did, but now I don't. Do you make any 
rebate to me for paying it back in advance? 

MR. SITZER: Ina year? 

MR. REILLY: Yes. 

MR, SITZER: If you pay it back within a 
year we would make a very substantial rebate to you. 

I would say probably 50%. 

MR, REILLY: Do you have any specific table 
in connection with this? That is left to your 
jurisdiction? 

MR. SITZER: Yes, that is left to our 
discretion. It's up to the manner in which you paid 
us. If you have been extremely good we might (voice 
inaudible) 

MR. REILLY: Yesterday I was talking to a 
constituent who wanted to pay back in advance and she 


finds she is going to have to pay a lot -- she is not 
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going to get nearly. as much back as she anticipated. 
She had entered into a three year contract and she is 
sive Willing to pay it back, in one year and she is very 
disappointed. I wondered what your experience was here 
~~ whether you had a table. 

MR. SITZER: We don't have a table but I 
would say this. In dealing with a constituent which 
in most instances would be a peunaeseatabher than a 
lender, because borrowers, are far more numerous, that 
most borrowers, most..individuals, would be disappointed 
in what they would find that they would be getting 
back or what thewieaiard have to pay or something like 
that. Because they don't realize that in setting up 
a loan that there are grq@ater initial costs which have 
to be charged and therefore it would be impossible to 
prorate any kind of an allowance. 

MR, REILLY: Well, Mr. Sitzer, there is one 
other thought. You place the money on the basis of 
first or second or third mortgage? 

MR. SITZER: Yes, that's tru. 

MR. REILLY: You don't inspect the property, 
you say? 

MR. SITZER: We do. 

MR. REILLY: You do. And under those 
circumstances, what equity would a person have to have 
before you would advance a loan? a 

MR, SITZER: In many instances the equity Pe 
requirements are almost negligible. We will, in ey 


certain instances’ -~ I don't want to say this is a 
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general rule of thumb: -- but we generally look at the 
man's ability to pay. If we think. that he is going to 
be able to pay it; back we will sometimes: take a greater 
risk. In other words, we will advance the money to 
him, which, I wold inform you, 4s generally done to 
consolidate debts’ which he presently has and debts 
which usually include perhaps (a couple 6f finance 
companies, or payment. .on a egeiead that type of thing. 
MR, REILLY: On the basis ‘of the man's 
record, his employment/etc., rather. than on the basis 
of -- | 

MR, SITZER: Right. He’ may have, after we 
lend him his money, we may’ lend him. up to the entire 
equity he has in his property. 

MR, REILLY: Well, this is the point I 
wanted to establish, Mr. Chairman. It is very easy 
for a man like Mr. Latimer to come before this Committee 
and lend money at a lower rate if he is going to screen 
everybody sige dil ataiie teclawdsnde feu thal tins And 
this is the point, I think, that the members of the 
Committee shoudd realize. I personally asked Mr 
Latimer how many people he turned down, When I spoke 
to him he indicated that he had screened them over 
the telephone and by the time they came into his office 
he would only accept one client out of five. In other 
words, the 80% who actually need it are turned away 
and this is something I think this Pomel ee should 
be cognizant of. 


MR, SITZER: Mr. Latimer mentioned that 
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up to 70% -- after the loan was made -- equity up to 
70% so he would have to have 30% equity remaining. 

Now there us. SR ott companies -- Coronation Credit 
Corporation, United Dominions, certain other companies 
-- they will lend up to 80% of the value of the home. 
In other words there Would be a 20% equity remaining. 

I would say that in the majority of instances in which 
we lend the equity remains, maybe 10%, it may be 5%, 
put if a man is paying household finance companies, 
@@neral M@tors on his car, Premier Acceptance on his 
refrigerator and Eaton's so something on a budget plan 
or something like that which their effective rate is 
16%, I believe, then -- and he is paying a total of 
$200.00 a month and he's got a total indebtedness of 
$4,000, there is no. reason why He aber borrow $4,000 
from us and pay us $98.78 a month. We talked earlier 
I believe, you did with Mr. Latimer, about a man 
putting himself into foreclosure. It often works out 
that by borrowing money, strange as it may seem, a man 
can work Himself out of his difficulties, and that's 
our advertisement "Available cash will solve most 
financial problems" is not a misstatement at all. “Are 
your monthly payments too high?" -- and, in instances 
they often are too high and if a man is consolidating 
-- this is the largest part of the business that we 
are in -- if a man is consolidating all of his 
indebtedness, there may be perhaps four or five 
different places he is paying, he's got a total monthly 


outlay of $200.00 a month, we can put it into one 
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loan for him at half the price per month that he is 
present ly paying and in many instances at a lower rate 
of interest than what he is paying and we are satisfied. 
Not so much on the equity but because a man is paying 
$200.00 a month, there is no visgcuustay he can't pay 
$100,00 a month. This is the basis on which we work. 

MR. REILLY: One final question. In your . 
submission you indicated it wasn't a true interest 
rate from the standpoint of a bank at 6% and it wasn't 
a true interest as far as a finance company on the 
basis of 11 or 12% on loans. What would you consider 

is the true interest rate as far as finance companies 
are concerned? | 

MR. SITZER: I would say that the fluctuation 
might be somewhere between 20 and 21, well I can tell 
you it's greater than 20, say up to 27%. From 20 to 
27h. 

MR. BUKATOR: Mr. Chairman, I hate to 
eases this, but this brings up a brand new line of 
thought to me. I tried to interject it yesterday. 

2DSeyour company, Mr. Sitzer, ever decided to take a 
man with a lot of financial problems under your wing, 
so. to speak, and put his house in order by buying up 
his debts and consolidating for him.-- 

MR, SITZER: When you say buying up their 
debts? 

MR, BUKATOR: The paper that they owe to 
others? | 

MR, SITZER: We never take any paper at all. 


MR. BUKATOR: Have you ever heard of a 


+e at ed gadt dimom 19q eotia ont, ‘Sed rm mie to" meol | 
“tas towol § 3s agonstent Yaam ot maar wees 
borates ong ow bes gatyeq af on Jaw aedd daetevat a 
| gettysq et oem 5 eavsosd dud yotupe sdt so doum oe dow 
ysq t'riso on yilw nogset om af ortedd stamens 00.0084 
Z iow ow dofdw mo etasd edd at eLat _-fidaom 5 00,0058 
_asoy ml .doktaesp Lentt em0 SYRIA 6AM 
jaotetat ovtt 8 tnesw St bedsotbat voy notastmdva 


SS aa 
_ 


7 ty . A a —_ me . ‘ 


4 


a 
| 
jicasw df bag RO de ansd = to dateqhbaata odd mort evs 
eid no Yasqmoo somsatt s ae tet as dasiedat nat 8 
yoblanco woy bivew JadwW vadsol to RS{ to.If te atasd 
getrisquos eonenit es tsi es sist daotedat eutd odd a 
Themreores S38 
moivestoul? odd osc? yse blsow I :SASTT@ .AM 
{ist aso I Iiew .{S bas OS asewsed etodwomoa od dale Eo 
ot OS mov% .RYS oF qu ysa .OS asad tedserg atti soy 
aki 
o¢ sted IT .asmiisdd . : HOTAAUE AM 
to onti wad Sasid s qu agatad atd? tad alas gnotora 
| .yshbretasy vt dootusdat o¢ belay T .om od giguodt 
| s otgd of bebltoeb steve .tesdia .oM « YABGMOS ORaRE: 
~gritw asoy seboy ameidesq I[stoneatt to Jol s ddiw ose 


‘J qu antyed yd 19bu0 at geued aid tuq bas .Asoga oF 08 


. ae -~ win tot gnidsbifoancoo Das atdeb std 
afedt qu gatyyd yse voy moll sHaSTLG .AM 7 


taddad 


ot owo yord dedd teqeq off :HOTAMUG..AM apne 


An omen wreiet ential +e 


o is} e 


Dised vs ‘“ di _ 


- o 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 738 


company that does? Business of that type? 

MR. SITZER: I wouldn't be able to name 
them Specifically, but I understand that there are 
companies that sort of manage people's affairs and 
that sort of thing. Whether they sine the debts or not 
or how they do it I really don't know. We have nothing 
to do with that operation at all. 

MR. SEDGWICK: But in effect that is what 
you do by giving them the money to clean up his own 
debts? 

MR. SITZER: Right. 

MR, | BUKATOR:: Let's follow this a little 
further for the benefit of the Committee. You might 
have heard often where a man is in a position where 
he just can't come out of it. A finance company 
will eee any buy up outstanding accounts and if 
I had $500 coming to me they may buy me or my paper 
for $300 because I'm not going to get anything out of 
it anyhow, but yet that particular company will charge 
the borrower the full amount and so there is a 
substantial profit to the company, but apparently we 
haven't got one of those here yet. We will find them 
before this is through. | 

MR. SITZER: I would say, and this is often 
the case, that people in borrowing money from us, and 
I am talking from experience, will find that the saving 
that they will make with the rebate that they get on 
prepayment of their obligation on their car, they may 
have a saving of three or four hundred dollars on 


that. By prepaying at a finance company they may get 
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a certain rebate there and on a stereo or a television 
or something like that. The thing is they get certain 
allowances. The amount of allowance which they can 
obtain by paying off these contracts prior to their 
maturity can equal the cost of financing the amount 
that they need to so prepay their other obligations, 
the cost of financing that money with us for almost 
the entire length of the loan. Simply because the 
rate of interest which we charge is less than what 
they are paying to consumer finance companies and 
discount companies that they are dealing with. 
Certainly they will be able to save the amount of 
bonus that we charge and, in effect, what they are 
doing is obtaining a 7% rate, a true 7% rate, in 

place of a rate that might very well be 244. 

MR. MACDONALD: Your company is providing a 
service in the field because it helps to bail people 
out who are being charged so much more. That, in 
effect, is what it adds up to. 

MR. SITZER: We fall, Mr. MacDonald, between 
the banks and the finance companies, That's where we 
fall and I would say that the difference in our charge 
as between a bank and using the same basis of compu- 
tation, I believe that I am right -- Mr. Lawrence, did 
you check that? Is that what it was? 14%? Yes. 

The Canadian Bank of Commerce on personal loans is 
charging 14%. On that same basis we charge 17%. There 
isn't a great deal of difference in the scale of charge 


that we make and what the bank charges on a personal 


— es = 
Cr : me sail “ gr ee Li tiga pdricater api « ‘a : ~ ‘ 
~~ —— ae ’ — 
. A 


to! nit veted PS ostede # mo Bas | ‘exestd sadon' ated | 
itsdxso Jog yous af anid? saT .dtadt eutl gatddemoa to 
neo youd dotdw sonsvoffe Yo tavems oat lesomewotis § |® 


> 
‘ z % = 


= 


we aledt ot totig adostdnoo nest tto gatysq yd nistdo 
davoms afd gatomentt to dado edd Isupe aso Yttasdem 
_amottagtide redte sled ysqemq og of been Youd sant 
taonts tot su ddtw yeros ted? gatoaantt to saoo oft 
oid eaunood Yiqmt& insel edd to Aégnel etitme odd 
tadw aed? agol at sataerio ow dotcw suetedrt to otat 
bag selnegmes sonsatt xemuanco ed antyeq ets yedt 
.itiw arkiasb exs Yerdt tedd aetneqmoo drirooelh 
to tnivome sod oveaa od oldg od Litw yous ylatsdred 

| ers Yodd tedw .dootte at bate egtadso ow sand asriod 
gt ,otet BY suxd « .ovet RY se Qnintatdo at gatob | 
RES od Ilsw ytev Say ban éedd etst & to soalq af 
s gotbtvoerg at yasqwoo wo sGTAMOXQQAM . aR a - 
efqosq ftsd of aqien tt seugoed Blekt ond at sofwrea vi : 
nt .¢dad?  .otom dovum on begitado anted sie ow two jt - 
of qu abbé dt dadw ak ytootts = |% a8 
| meowied bisnodosM .cM .fist oW  :AasStle . AM se - a 

ow etodw attsdT .eotmeqmoo sotentl sit bas exasd ont | 

| opsado mo mt sometolith edt ted? ysa Hivow I bas {fet a 


-yqmoeo to atesd omsa odd aateuw bas aned s meswiod as 


2 
| bre .conetwed .tM -- dost? me I ssdd evetfed I .notést 


« 


.80Y CRUEL ‘fasw ot tefw tedd al fist asedo sox 

al arisof [sgnoaisq co sotremm0d to dns tetbeasd eAT 

af RY sgisto ow stasd omse dads 10 | iasieaeninaall 
siitcine: und mt sometsttib to Iseb Seong eistaat 


a sat 


s aintsd 
Beioscheck Atanas os ania w bas wal . its 


4 


7 7 
7” e - > a > - 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 740 


loan. At the same time the finance companies -- 

MR. WHITE: It would be closer to 20 though, 
including your legal fees? Perhaps about a point? 

MR. SITZER: Perhaps. The legal fee, I 
can assure you, Mr. White, is nominal. If you do take 
it into account -- I wouldn't say it is 20, no. 

MR. WHITE: It would be around 19? 

MR. SITZER: That's possible. However, 
legal fees, as long as they are tariff fees, which is 
what we charge, are the cost which the borrower must be 
prepared to pay in doing any kind of mortgage arranging, 
so I don't know if that's a legitimate -- 

MR. WHITE: Well, I mean, costs though that 
he doesn't have to apy. 

MR. SITZER: At the bank? 

MR. WHITE: I mean, I agree with you, the 
bank is charging let's say 12% without any insurance. 
Not this bank, I mean generally speaking on these 
small loans, they are charging 12%, you are charging 
perhaps 19% including the legal fee -- and the 
small léan finance companies charge maybe 24%. I agree, 
you are falling in between the two and if their charges 
are reasonable, then presumably yours are. 

MR, REILLY: You don't insist upon an 
insurance policy? 

MR. SITZER: No. I find that most people 
have managed to fall under the influence of an insurance 
agent before they come to see me and they ususally have 


life insurance. I don't encumber them with additional 
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life insurance which is a term contract and which gives 


them little benefit. If they feel that they need life 


. dinsurance I suggest that they buy other than term 


insurance for very little more than we would have to 


charge to place a term insurance policy on their 


 eontract. 


‘THE CHAIRMAN: Well, it's one o'clock, Are. 
there any other questions? Well then, Mr. Sitzer, 
you won't have to come back after lunch, | 
| MR. SITZER: Okay, although I certainly would 
beshappy te come back. 


“THE CHAIRMAN: That's all I think, Thanks 


very much, We appreciate your coming this morning. 


We will reconvene at two o'clock, and Mr. Taube, 


we will hear you first. 
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---ON COMMENCING AT'2:00 P.M, 

THE CHAIRMAN: When we adjourned, Mr. Taube 
still hadn't been heard from. He was originally going 
to give us his brief this morning or his remarks, so I 
will call Mr. L. Taube now, who is a Barrister and 
Mortgage Broker, Mr. Taube, do you wish to make some 
remarks to the Committee on your operation? 

MR. TAUBE: Well, I have been a Barrister 
since 1929, which. is, I think, 34 years and I think I 
placed a mortgage about the first week after I graduated 
and as a young kid I thought it was a nice way to 
introduce a mortgagee to a mortgagor and make a few 
dollars fee, which was within our profession, and I have 
been making mortgages ever since. The last few years 

there has been a very radical drop in the number of fees 
we get. We used to have many, now we have a few. We 
welcome the business. I have many clients who lend 
money on Babe DUsee Pata I have been dealing with many 
widows who have money and their sole support is interest 
on first mortgages which at the current rate -- we place 
the very choice ones if the pwople won't pay 73% which I 
require for my clients they -- if it's a very choice one 
we can often place it at 7%. On mortgages we ask them 
to take the loan for five years because many of our 
clients are older people and they don't want a 10 year 
term but if that's the only way they can get the mortgage 
sometimes they will take a ten year term. We don't have 
the bonus business -- just straight loans less my fees, 


commission and disbursements and I also charge an 
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inspection fee, a nominal amount. And that is deducted 
unless -- once in a very long time a person says, "No, 
you give me the full amount of the mortgage and I will 
pay you your fees separately", but that doesn't happen 
very often, gentlemen. It might be once in fifty times 
or maybe a hundred. It is just that I remember that it 
happens sometimes. Generally we deduct the fee. They 
den't seem to have extra hundreds of dollars or whatever 
they need. to supplement. We have to give them a mortgage 
most times sufficient to pay off either one or two 
mortgages which we have to discharge and sometimes we 
run into a situation like was spoken about this morning 
where a person has, in addition to a mortgage to pay off, 
he might have four or five different debts he is paying 
monthly payments to various organizations and I was 
appalled at the large amounts of some 50-60-70 dollars 

a month on one of them alone. A man perhaps is only 
earning that much per week. I just couldn't estimate 
how these people really go into all this debt without 
even realizing it. And when they are in trouble they 


seem to go, in many cases, to a mortgage broker, a man 


who advertises -- there is one outfit that received some 
prominence here a few days ago -- I don't know if its 
prominence, but we will call it that -- who uses the 


telephone. The telephone soliciting business. I have 

never seen it in operation but I know, having been told, 
that he has several people sit on the phone and call up 
people and ask them if they need money. It seems there 


are people who need money in our modern times. So, I 
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place in a month approximately five or six mortgage loans. 
That's speaking of the last year or two and of that amount 
at least one, possibly two -- there could be two of them 
-- one or two of the five or six loans a month would be 
second mortgages. The rate that we request on second 
mortgages is 10%. There is no bonus involved, none 
whatsoever, The mortgages which I prepare “in my office 
are all open on any payment date. Many years ago, if a 
client insisted that the mortgage be closed for years, I 
was fortunate -- I didn't have to accept such a person 
as a client. I thought it was a great hardship. I knew 
I wouldn't sign a mortgage that wasn't open. I wouldn't 
expect another person to. We heard some little dis- 
cussion earlier in the day about what happens if a person 
can pay his money back. There should be in every 
mortgage the privilege, as I see it, permitting the 
person to pay off on a payment date. We once used to 
have it at any time and we once had a crank who brought 
us five dollars a day. It took too much bookkeeping to 
do that, so we made a ruling many years ago --open on 
@ payment date. Some mortgages are quarterly, and some 
which are submitted to a mortgage broker sometimes are 
monthly blended payments which combine both principal 
and interest. When I set up a mortgage myself I like to 
have a reasonable principal payment. I ask the people 
what they can afford, whether it is 50 a quarter or 75 
a quarter. That's more or less the way we do it. Plus 
interest every three months. And in my way of doing 


business we have a bookkeeper in the office who sends 
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out a bill, even if it is a monthly payment, everybody 
gets a bill and it shows how much is principal and how 
much is interest every month, We request them to send 
the bill back with a cheque and we receipt the bottom 
portion of it and return it again to the owner. I get 
mortgage applications from various sources. There are 
three mortgage brokers who sometimes call me up, some- 
times I hear once or twice a month from them, Aa eM 
I may not hear from them in a whole month or two, just 
depends when they have something. We place first 
mortgages a little bit higher in some obies than a 
company can. Let's say a property that's insul-brick. 
We take insul-brick and stucco -- a lot of the lending 
institutions area little reluctant to go any sizeable 
amount -- where they might give $5,000, I might be able 
to give $5500 or $6,000 if they need it and in that way, 
where they dates it at 7% from a company which, I 
would. imagine, would be a closed mortgage for five years 
at the lower rate, at 73% they get from us an open 
mortgage without any notice or bonus whatsoever. Now, 
I also get calls sometimes from a real estate agent, 
the odd time I get a call from another lawyer whose client 
needs a mortgage. He knows that I have clients that 
lend money on mortgages and I try to place it if I can. 
If it's too high I make a counter offer of a lesser 
amount and if.we can get together it's a deal. 

I also get people who come back to me or 
referrals. I have been. a very long time in the mortgage 
business and naturally people know me that I -- I once 


had a mortgage on their home and they need it again. 
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They will say, "You know I knew you ten years ago, 
fifteen years ago”. I get these stories and it makes me 
feel like an old man sometimes. Those are the various 
sources. I never have advertised in my life, never spent 
a penny, never distributed a card on mortgages or anything 
of that sort. 

When the Mortgage Brokers’ Act came into force, 
I think it's two years ago in July, if I remember my 
dates correct, I didn't take out a licence then, I 
figure I'm a lawyer, I charge 14% legal fees, I can charge 
1% commission for arranging a loan -- it's all in the 
tariff. I thought I could charge a reasonable fee of 
$20.00 for inspecting a property which sometimes takes 
as high as two hours to go and see, up and back and there. 
And of course my disbursements which on a mortgage runs 
somewhere in the neighbourhood of around $14 or $15.00. 
That's it. So I estimated some years ago that if I 
charged on a first mortgage a total of 3% of the amount 
that that would cover 14% legal fees, 1% finder's fee or 
commission -- I think it means the same, whichever 
expression you use -- it includes my disbursements which 
are approximately $15.00 and it includes $20.00 inspection 
fee. I think we give the owners a little better service 
in one way -- as I said, I send them bills and receipts. 
A lot of people don't do that. The regular amount -- you 
maybe just send them in a pile of cheques and they put 
them through. Nobody gets a bill, nobody gets a receipt. 
But I have found over the years that the average man is 


happy to get a bill and a receipt. He likes it. Often 
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they come back with real estate deals when they sell 
their home because of a friendly business relationship 
that you establish. Because people do want to know what 
they are paying. If there is anything in the practice 

of mortgage brokers which has come before this Committee 
it is a form of concealment where the people don't 
completely know what it is costing them. This must be 
corrected. I have several suggestions, some of which I 
made earlier. Mr. Commen of the Attorney General's 
Department phoned me up a couple of years ago before the 
Act and they wanted me and a couple of other lawyers 

to come and give them some advice and I am very strong 

on one point that I don't know if anyone mentioned at 
this hearing at any time. I was only here today, only 
what I read in the newspaper. People dealing with their 
home or with their life savings -- to go even dramatic 

on it -- should in all cases receive independent legal 
advice. This I am a firm believer in and I told Mr. 
Commen more than two years ago. This is not a man buying 
a pair of shoes that he is not happy with, for $10 or $15. 
It might mean his life savings. Mortgages run in 
thousands, they don't run in small sums of money and we 
have, in Ontario, about 5500 lawyers, if I know correctly 
and there are plenty of lawyers who would be very happy 
to get that advice. I don't mind if people pay a few 
dollars to get it. This is false economy for a mortgagor 
or owner to save a five or ten dollar bill because he 
might save hundreds or maybe even more, because -- of 


course a lot of mortgage brokers wouldn't like this idea 
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because if people go to .a lawyer then the lawyer might 
steer the business away from them. Why go and pay this 
man altogether six or seven hundred dollars when you can 
get it done for two hundred dollars perhaps. Many 
mortgage brokers who make a living only being a mortgage 
broker, which I don't do,--I am a lawyer and I don't have 
to be a mortgage broker, but I am because as a practice 
you do a Let of mortgage business. They called me up -- 
Mr. Simone 's office -- I think this was months after 
the Act was out -- I didn't even make an application. 
Icsays, "All right, if you, if the Department thinks so, 
fine and dandy", and that's why I'm a mortgage broker. 
But I thought I could operate as a lawyer, charge a 
commission, disbursements and legal fees and that's what 
I have been doing all the years before the Act ever 
came in force. And I'm very strongly in favour -- I'm 
going to make three suggestions here -- and I owicueeny 
receive due consideration, which I am sure they will... 
Now the big point which I am in favour of, 
maybe because of being a lawyer that I have that attitude, 
is I would like that every mortgage on real estate should 
have a certificate attached to it in which a lawyer, 
acting for the mortgagor other than the mortgagee's 
lawyer, should certify that he explained the complete 
contents, costs and everything to the owner and he is 
satisfied that he fully understood everything and he 
Signed everything on a voluntary basis. And I would 
prefer that that very lawyer should witness the signatures 


and take the affidavits. Then he can send it in to the 
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lawyer acting for the mortgagee. This is one of my Vaud 
good suggestions. I suggested that a few years ago about 
independent legal advice. A man goes into a mortgage 
broker --the shabvicnidy: of yesterday being the mortgage 
broker of today -- how can a man trust his life savings 
to some who might be unscrupulous. Naturally the majority 
of mortgage brokers are very fine and honourable people 
trying to make a living like a real estate agent or 
anybody else who works on commission. But for the sake 
of the few that may be very aioe bullene that might have 
all kinds of hidden charges and interest and all that 
sort of thing, then let a man -- this is an important 
thing, his home, to him, this isn't even a car, which 
he might make a mistake on, but this is a big thing, it's 
the very roof over'his head. And TI know the law 
profession would absolutely cooperate. I have discussed 
this with many lawyers and they all agree. I am told 
a few years ago one of our justices of the Supreme Court 
made such a suggestion too and I was very pleased to 
hear that along those lines other legal minds have. 
thought. Now if this rule were put down, that would 
eliminate a lot of trouble. That's only one of the 
Suggestions I am going to make. 

Now, if I know correctly, and I don't deal 
with the ‘§mall Loan Act in any way, so I only know, if I 
am right, that they apply only up to $1500.00, in my 
recollection. I think it puts a total limit of a 12% 
charge on the loan up to $1500.00 which includes fees, 


commission, anything at all, interest -- whatever way you 
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do it it mustn't total more than 12%. Now a lot of 

these people who are getting $3,000 mortgages for tie} 

and all that, they face a situation -- when a man has 

a bunch of debts this $1500 rule isn't much good nowadays. 
Money, with prices going up and money changing its value, 
--my suggestion would be that the Small Loan Act should 

go up to $3,000. That's my opinion, Putting a limit 

of 12% up to $3,000, that will eliminate an awful lot of 
trouble. It's going on -- you gentlemen here saw many 
different witnesses. 

Now, there is another thing I would suggest 
to the Department,and that was to the Mortgage Brokers! 
Department, that when I see some of the charges made by 
mortgage brokers it startles me. It actually startles 
me. And yet I can't think of where I can find a law 
that ‘says they are breaking the law. That bothers me 
very much, So my suggestion was that there should be 
a fixed rate limiting the amount that a mortgage broker 
can charge, whether it's 2% or 3%. You heard Mr. Latimer 
earlier today. I think what he charges runé:about 2%. 

It seems to me like a pretty fair amount for a mortgage 
broker. If it's a $5,000 loan he gets $100.00, if it's 
$10,000 he gets $200.00. It costs a good deal of money 
to run an office and expenses and they advertise, I 
imagine -- 2% would not be out of line. Perhaps there 
would be some arguments in favour of making it a little 
higher, 23 or 3. But I think 2% would be a very fair -- 
because he doesn't have a client with the money, he 


only phones up a lawyer who has a client. But nine times 
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out of ten, not perhaps all the time, but most of the 
time he would phone up a lawyer or lending institution, 
so he isn’t directly in the money, so to speak, he just 
knows where to get the money which is very useful, of 
course, He doesn't search the title, he doesn't guarantee 
title and things like that. He certainly doesn't have 
anything to do with the collection of payments like 

with my office. We collect for all our clients. And 

he should get a fair fee, but the door shouldn't be 

S80 wide open that he can do almost anything that some 
weak and gullible and perhaps desperate person will agree 
to do, not knowing that he should try turning in some 
other direction, We just heard today, while I was 
Waiting, that some of the advertisements are attractive 
with low rates, but when you come down to the office you 
often find that you are paying more. But in the meantime 
this is a terrified: lure, you know, 9% and it's very nice 
for people who have prime loans to only charge 9. It's 

a very reasonable rate but if a large number of those 
people, let's say 50%, go out for a mortgage at 12% then 
they are not getting such a big bargain after all. But. 
the big thing is, as has been pointed out, there is a 
good deal of concealment and the word bonus is an 
unfortunate word because the average person isn't trained, 
like a bookkeeper or an accountant or even a lawyer, with 
the word bonus. I was very happy to hear today about 

the word amortization. I state that 99 people out of 100 
don't know what the word means. I can't think of a more 


difficult word to impose on the layman, lending money and 
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telling him it's on a 15-year amortization plan. That 
word should be abolished as far as most people -- while 
we gentlemen understand it, what about the public. They 
don't know what it means and truthfully they think it's 
a fifteen year mortgage. I have had so much grief over 
the years; I remember years ago writing to the Department 
and saying to them, "When a man sells his home it is a 
very serious piece of business and he should always have 
a chance to consult with his lawyer before he makes a 
binding agreement, not rest on the principles, perhaps 
of an agent who might be unscrupulous, write down things 
that aren't right. Let this man know, if God didn't give 
him his own good sense to know to go and see his lawyer." 
Some people do -- 20 or 25% of the people do know that 
by their own native intelligence but what about all the 
other people that the law must come out and protect. They 
need legislation so they should be protected and I presume 
that's what you gentlemen are going to do. Now that's 
the three major suggestions that I would like to offer 
and I have been 34 years in the mortgage business. 

MR. SEDGWICK: You are now a registered 
mortgage broker, are you? 

MR. TAUBE: That's right. 

MR. SEDGWICK: The Committee had a Mr. 
Rosenberg here a couple of days ago and he said that all 
his business was directed to you as the lawyer, would 
you agree? 

MR. TAUBE: That is completely untrue, sir. 


I refused at all times to be his lawyer and he uses other 
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lawyers, the names of whom I know. 

MR. SEDGWICK: Have you done some business 
with him? 

MR. TAUBE: Well, he phones me up when he 
has a satisfactory first mortgage at 73% if he thinks 
that I can place it with a client of mine. I do anywhere 
up to two mortgages per month that way for him, sir, I 
do. I do, for my part, only first mortgages for him. 

MR. SEDGWICK: You charge, you say -- 

MR, TAUBE: I charge 3%. 

MR, SEDGWICK: Is it amount or legal fee -- 

MR. TAUBE: And finder's fee, inspection 
fee and a disbursement, yes. 

MR. SEDGWICK: Do you know that Mr. Rosenberg 
charges, in addition to that, a broker's fee? 

MR. TAUBE: A very heavy one, yes. I was 
aware of that and I was very much disturbed about it and 
yet, as I said before, I don't know where there was a 
eta that made this man unlawful in what he did. 
This I couldn't find. 

MR. SEDGWICK: I was not thinking of that. How 
was his fee paid? 

MR, TAUBE: Well, I would pay it, pursuant 
to directions. 

MR. SEDGWICK: (Inaudible) 

MR. TAUBE: Oh, yes, in these mortgages 
which I place for my clients. 

MR, SEDGWICK: So that when these mortgage 
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MR. TAUBE: That is correct, sir. 

MR. SEDGWICK: And then you would pay something 
like $500.00 -- 

MR. TAUBE: No, he would get -- it wouldn't 
be that much, 

MR. SEDGWICK: How much? 

MR. TAUBE: Here is, from what I have noticed 
in the times, he would get his commission, brokerage, 
or whatever it is, whatever he called it, was twice 
the amount that I got. He would get $300.00, 

MR. SEDGWICK: He would get $300.00? 

MR, TAUBE: He would get $300.00. I would 
get $150.00. 

MR. SEDGWICK: You would get $150.00 if you 
had to do the legal work? 

MR. TAUBE: Anything, sir, find the money, 
anything. 

) MR, SEDGWICK: And you knew that he was 
getting $300.00 over and above that? 

MR. TAUBE: That is right, sir, the people 
had all agreed -- 

MR. SEDGWICK: I know that. 

MR, TAUBE: See, the document to which they 
agreed -- 

MR. SEDGWICK: Did it occur to you to tell 
the borrower that they were paying too dearly for their 
parcel? 


MR. TAUBE: Well, I thought they were paying 
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very heavily, sir, I did, and I was disturbed, but I 
wasn't aware of what I could do about it. 

MR, SEDGWICK: Did you suggest that they 
seek independent legal advice? 

MR. TAUBE: No, I never told these people. 
Some of them went. There was one case of a family, 

I think on ..Ellsworth Avenue if I remember the address 
correctly, where they went to a lawyer and he immediately 
raised a howl about it. When he called me up I says, 
"Your people don't want the loan, I agree with you that 
the rates are completely unreasonable but I don't know 
what I can do. I had nothing to do with the signing 

of the Statement of Mortgage, I didn't set this mortgage 
up at-all, I just found a client who is going to take 
the mortgage at 73%." I says, "If you want the papers 
back I will mail them to you”, and I mailed all the 
papers back, that's what I did. I did quite a bit of 
work and I didn't get paid a nickel for it. 

MR, SEDGWICK: It occurred to me though that 
you might have told Rosenberg that his fees were grossly 
overrated? 

MR. TAUBE: I did, many times, many times 1 
told him but he said, "I have to charge that much. I 
have a big overhead, otherwise I can't operate”. 

MR, SEDGWICK: So you continued to be the 
funnel through which the money was paid? 

MR, TAUBE: Well, there were about two cases 
a month. I don't know how many he has a month, he must 
have many, he must have many. I think that a great 


many, the majority of his cases, are second mortgage deals). 
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I'd say 75 to 80% or maybe more because if he only had 
a few seconds and a few firsts he could never pay his 
overhead, not even half of it. He must have many 
mortgages and -- 

MR. SEDGWICK: I understand he was getting 
something like three to five hundred dollars of mortgage 
loans -- 

MR. TAUBE: Well, from my office he might 
get around get around twice three hundred, he might get 
around six or seven hundred a month, two cases, from my 
office, that's all he gets from me. What other business 
he transacts through other lawyers on second mortgages 
or on firsts maybe, I don't know. He may give me all 
the firsts he has because he doesn't get many firsts. He 
does get many second mortgage loans. 

MR, SEDGWICK: For which he charges how much, 
do you know? 

MR. TAUBE: Well, I don't know, just a minute. 
Well I did some seconds about, oh about a year and a 
half ago for him. I'd say he charged double the amount 
which we charged. On a second mortgage which I did for 
him I charged, on a five year second mortgage I charged 
5% of the amount. 

MR. SEDGWICK: Why is it more? 

MR. TAUBE: Well, because second mortgages 
are harder to place, sir. They are harder to look after. 

MR, SEDGWICK: Why does he get anything in 
view of the fact that you handle it? 


MR. TAUBE: Well, he said that he has to get 
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paid, and he got the application. He got the application 
and he had the people agree to pay him that amount of 
money. They were very foolish to do so and I told him 
he was charging an exhorbitant amount. 

MR. SEDGWICK: Didn't it occur to you to tell 
the people who were borrowing the money that they were 
being -- 

MR. TAUBE: Well, I wasn't acting for them. 

MR. SEDGWICK: I know, but -- 

MR, TAUBE: I was acting for the mortgagee, 

MR, SEDGWICK: You told us you suggest strongl 
that everyone borrowing under those earevwktandes should 
have independent legal advice -- 

MR. TAUBE: I recommend that very highly. 

MR. SEDGWICK: Wouldn't it have been very easy 
to say to these people, these borrowers who were being 
so sadly put upon, "I don't want you to take my advice, 

I can't give it, but you should have advice "? 

MR. TAUBE: Well, I didn't think that I 
could do that. Mr, Rosenberg was on that side of the 
fence and I was on my side. I didn't think I could step 
into his side of the fence. I didn't think it was -- 
although I could just cut him off and do no business and 
that's the end of it. 

MR. SEDGWICK: You said that you knew the 
advice that he was giving them was very bad? 

MR. TAUBE: Well, I don't know, I was never 
there when they discussed it. I never had a chance to 


hear what they said. 
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MR. SEDGWICK: You knew they were paying 
exhorbitant fees? 

MR, TAUBE: This I am sure of, yes. 

MR. SEDGWICK: Yet it never occurred to you 
to say to them, however, "I think you should seek legal 
advice, do not be guided by Mr. Rosenberg because his 
advice is bad"? 

MR. TAUBE: Because he charged a lot, you 
mean? 

MR. SEDGWICK: Well, don't you think that's 
giving bad advice, to charge exhorbitant amounts? 

MR. TAUBE: Well, not on my part. I had 
nothing to do with it. 

MR. SEDGWICK: No, but the money was paid 
through you? 

MR. TAUBE: Well, the people seemed to be 
very happy, those I ever met. 

MR, SEDGWICK: The ones who complained to 
Mr. Simone weren't happy at all. 

MR, TAUBE: Well, one that I knew of, I think 
on Ellsworth Avenue, I don't remember the name, I remembe 
that address only, it was a very good mortgage for $8,000 
and, as I said, when the people went to their lawyer 
and he must have told them, "This is ridiculous, you can 
get it for a lot less money through any lending insti- 
tution", The perfect case where they could have gotten 
the mortgage for 7% instead of 7s and, of course, about 
a third of the charges, or less. 

MR. SEDGWICK: How much was Mr. Rosenberg 


charging in that instance? 
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MR. TAUBE: Well, in that instance, mine 
would be 3% of $8,000, would be $240.00, his would have 
been $480.00 then, I think. Yes, his would be $480.00. 
Which is a very exhorbitant -- that's the reason I say 
there should be a limitation. 

MR. SEDGWICK: It's preposterous, isn't it? 

MR, TAUBE: Very much so and I told him and I 
was very unhappy about it, but I didn't think that i 
could go behind the man who sends me in an application 
which for -- as I say I have given mortgages to many 
clients of mine who are elderly widows and they want a 
good mortgage case so there is no reason why I should 
turn it down, if the people seem to be so very very 
foolish to pay such high rates, but the law should 
protect people who can't think for themselves. 

MR, SEDGWICK: It occurs to me, Mr, Taube, 
that you might have tried to protect them. 

MR. TAUBE: Well, I never thought of it that 
way, Sir. I was acting for the mortgagee, not for the 
mortgagor. And there being no law requiring -- that's 
why I say there should be a law requiring the mortgagor 
to have his own Solicitor too. 

MR. BELANGER: And you were in business also? 

MR. TAUBE: Well, I want to get first mortgage 
for clients if I can on my normal rate, the way I charge 
and that's all. I always welcome a good application 
because we have lots of money available from private 
sources and frankly there aren't too many good mortgages 
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MR. BELANGER: Like Mr. Sedgwick said, you 
knew very well what the operation Mr. Rosenberg -- 

MR, TAUBE: Oh, I knew he was charging very 
high -- 

MR. BELANGER: You didn't try to protect 
the interests of the people,you were just saying you were 
in business too, therefore -- 

MR. TAUBE: Well, I did my law work accurately, 
sir, mortgages to be paid off, taxes for bills, etc. if 
anyone ever asked me to pay off accounts to finance 
companies, they gave me a bill or statement. I said, "If 
you want me to send out cheques for you I will be glad 
to do it at no extra charge", The majority of times 
Insaid, "Please pay it off yourself, perhaps you can 
dicker and get a discount or something". I wasn't 
concerned about the personal, except to help them if 
they wanted me to send in the cheques for them. As I 
ay, ers only one or two mortgages -- two would be 
about a maximum -- a month that I have, first mortgages. 
That's all that I‘do, I think. 

MR. WHITE: Now you say that (voice inaudible) 
What percentage of your business is mortgage business 
and what percentage would you say was as a Solicitor? 

MR. TAUBE: Oh, I would say mortgage work 
would be approximately 40%, some months might be 50% 


and the rest is general law practice. 


Well, is your law firm and your 
second mortgage firm on the same -- 


MR, TAUBE: Well, I'm a one man -- never had 
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a@ partner -- always by myself. One man, my own place 
at Bathurst and Bloor and no partners. 

MR. REILLY: You have a staff, of course? 

MR. TAUBE: I have a bookkeeper there sank 
time and several stenographers, RENN tn 

MR. REILLY: You have a servicing business 
as well, Mr. Taube, you service accounts? 

MR. TAUBE: Well, I send out bills and I send 
out a receipt. 

MR, REILLY: Do you have a flat rate for 
this service? 

MR, TAUBE: Yes -- to the client -- to the 
mortgagee, not to the borrower. 

MR. REILLY: This is to the person who has 
funds with you? 

MR. TAUBE: That's right. That nearly defrays 
the expensel.ii It's about $1.50 a payment to the cost, 
and I ¢harge $1.00. 

MR. REILLY: Is this on a monthly basis? 
or quarterly? Whenever the payment comes in? 

MR, TAUBE: Well, some of the mortgages are 
monthly, amortized, but I would say about two out of 
every three are quarterly. It's only when somebody 
negotiates a mortgage to me that they set it up for 
monthly and I can't change it, but I do try to keep it 
on a quarterly payments myself. But I can't control 
that, you see, 

MR, REILLY: Are most of your invested funds 


on that basis? Do they service most of your invested 


aan { = be Pa © 

~ 074.09: @ a2v0HaMe’ avons Veg 
4 L8f @IRATHO..CTHOROT 
’ <j ? “3 


soslq mwo Ym Asm 90 -Msewm xd eyewis -~ rendisq 8 t 
-Gieddreq om bas tool bas Jawwdtsd ds ‘Tt % 
fsamoo Io .tista s svsd yoY :YLITah .AM te 


a 
-t1sq siedd asqesshiced s eved I :SGUAT . 2 i 


,onid-d1sq .sisdqstgoneda. feisves bis mks | 

anstitand gutotvice s eved woY :YLITHA AM |. 
Tatvaooos seiviss voy ,odust . 1H eiflew Bs — 

bree I bas alifid ayo baea I .IfewW HEUAL ih | 


.tgteoot 6 tuo | 


ea 


| 
“ot etst gsft s ever voy of iYGttaA , re jo 
| Fpotyzes and let 
odd ot -- dnetio edt of ~- eX Hava, ra dae | peel 
-teworted edt oF Jen a ! 
een onfw moateq edd ot at atc s:YLITaA , oe, 
_ tyoy adiw ebesst 


Systish yiitsen geAnT .tdata s' ted? :aaUAT Pest | tan 


.ta00 odd oF daemysa s OC.[% suods a's ieansqxe edd iyi 

00.1% egusdd I bas |} 8t 

Tatasd yfiddaom 5s no atdt al “VDL LEA 2 yer 

fat aemoo taemysq sat tevenbaw tyineditsyp <0 os 

S%s Bezsgtiom edd to emoe .IfisW :S8UAT . AM rf 

to dvo ows duods yse bivew I dud cbssitsoms .yiddaom ® 

Ybodemes medw yfno a'tI .yltedisup 1s coxdd Yueve Ma 

Tol qu Si tea yodd ¢add om o¢ egegtaom s setstiozgen as 

Ji qsex od ytd ob I sud .tt ogmado t' aso I bas Yidsaom Lag 
. 


fousnoo S'nso I dsc .tfeaym atmemysq ylasdusyp s 10 


-998 OY atid 


ak eae 


ebay? beveevat qwoy to teom oA LILA | AM 


~ fi 
aik é aoces3e€ : 


_ Pesaevnt svoy 0 teom eotvaee vendo. Tataed tant ao |e 


ra eo wel eo, ~_— oe oa a 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 762 


Pues? 

: MR. TAUBE: What do you megn? You mean my 

. clients? 

. MR. REILLY: “ Yes. 

: MR. TAUBE: Yes. I don't personally lend 

: money on mortgages, 

: MR. REILLY: You don't? 

MR, TAUBE: No. I wish I could. 

9 MR, SEDGWICK: Mr. wane do you insure 

10 your mortgages? 

it MR, TAUBE: No, just the properties, not 

- the mortgage itself. No insurance, no, nothing at all 
< like that. Never thought about it. I understand that 
os some people do, but we don't. No association with 

oi insurance at all, just the property. Make sure we have 
o enough insurance to cover the mortgage. 

i MR. REILLY: This is a standard rate, is it, 
= 3% on firsts and 5% on seconds. 

“i MR. TAUBE: That's right. I've been working 
like that for years, through lawyers and everybody, and 
21] Wever Had any complaints or difficulties at all. 

- MR, REILLY: On second mortgages would you 
- charge more than 5%, according to the risk? 

si MR. TAUBE: “No, no, no. I try to keep it at 
2 that, pretty uniform. It would only be less if I eouldn' 
get somebody -- well, that's all we've got, it's got to 
ii be 4 -- well there would be no argument if it's a good 
7 investment. But we try to get -- in that way I can get 
29 


enough fees to run an office on. 
30 
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MR. BUKATOR:. Mr. Chairman, I would like to 
apk Mr. Taube, if there is a first mortgage on a 
property -- 

MR. TAUBE: First mortgage? 

MR. BUKATOR: <A first mortgage, and then a 
small second and the investor, your client, in this case 
Mr. Rosenberg would bring to you, would like to 
consolidate the two into one mortgage. And you find a 
client ready and willing to invest that money in that 
one mortgage. Have you ever heard of a case where a 
second mortgage is bought up by, let's say in this 
case by Mr. Rosenberg, by way of illustration I mean, 
at. a discount and then charging back to the -- 

MR. TAUBE: No, I never had such a situation. 

MR. BUKATOR: Never did? 

MR. TAUBE: Never. 

MR. BUKATOR: There are times that a man 
whe has a property finds himself in a serious situation 
financially by owing many people, such as you mentioned 
earlier in your statement. Have you ever known of cases 
where an investor would buy up these debts at a discount? 

MR. TAUBE: Never heard of such a thing. I 
think you mentioned it earlier in the day. I have never 
heard of a case of that kind. 

MR. BUKATOR: I'm looking for someone who 
might have heard -- I have heard of cases. 

MR. TAUBE: No, I'm sorry. I wish I could 
help you. I have never heard of such a thing. 


THE CHAIRMAN: Mr. Lawrence? 
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MR. LAWRENCE: You are certain about the 
fees as you quoted in that material here that you are 
sure it is a fee of 3% and 5% on firsts and seconds? 

MR. TAUBE: That's right. 

MR. LAWRENCE: I thought Mr. Rosenberg 
indicated the other day that on certain second mortgage: 
transactions they paid $50.00. This would be untrue? 

MR. TAUBE: Oh, I'11l tell you what that is. 
I can explain. The reporting on that item was not very 
happy. It was incomplete, therefore it wasn't very 
satisfactory. I think they mentioned about 3% on me 
for legal fees, well, that isn't true. Legal fee is 
part of it, so I mean, there is everything there, even 
disbursements. Now, let's go on to the other. What I 
think he does, I think he told me about it, was that 
he gets somebody, a client of his own, to lend the 
‘money at 12% and he takes all the money that he charges 
less what he pays the lawyer for certain types of 
transactions, so he just pays the nominal amount of 
$50.00 to include disbursements. 

MR. LAWRENCE: He's done that with you? 

MR. TAUBE: He did it a long time ago, for 
a finance company chattel mortgage -- that's only a 
fee and disbursements, nothing else. I mean he searches 
the title, certifies it for the second mortgagee -- it 
has nothing else to do with it. 

MR. LAWRENCE: That's just an isolated 
transaction? 

MR, TAUBES That's right, that's an isolated 
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MR, MACDONALD: — Mr. “Chairman, may I ask Mr, 
Taube this Honea In that 3% fee on the first 
mortgage or 5 on the second, as I recall Mr. Rosenberg's 
testimony, he said in a number of cases which were 
related to him, that he had been involved in, that you 
had done the inspection. Do you do the inspection? 

MR. TAUBE: I do the inspection. When he 
calls me up -- and he thinks it's okay. Like when 
he says, "You know I have a good mortgage for you, Louie, " 
So, I'll write down -- take a pad and write s¥tedtiine 
down and I says, "Well, I'll go up and see the property 
and if it's the way you say I'm pretty sure I can place 
it", And generally four times out of five, even though 
he may be a little higher, I am able to place it. 

MR. MACDONALD: Are there occasions when you 
have done the inspection for him? 

MR. TAUBE: No, no. I do it only for my.:-- 
when he thinks it's a good loan. I'm not going to 
drive up to -- most of his stuff is up in Scarboro -- 
that's a two hour trip up and back and I wouldn't go -- 
unless I think when he reports to me what he saw, what 
he has, that it's good merchandise, I won't spend two 
hours. 

MR. MACDONALD: There weren't cases in which 
you did all the inspection? 

MR, TAUBE: No, I wouldn't do that. I'd be 
foolish to do it, sir, because I would be wasting hours 
of my time on the chance that it may be good or it may 
not be good. That would be very foolish. 


MR. MACDONALD: I will have to check the 
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evidence, but my recollection was that in one or two of 
the cases -- 

MR, TAUBE: I have no recollection of that, 
sir, because I would be foolish to do that and I might 
be wasting my time, otherwise there would be nothing 
wrong. If aman tells me he's got a certain mortgage, 
the first thing I say, "Well did you see the house?" 

He says, "Yes", And I write everything down, solid brick 
or frame or whatever he tells me and then I have somethin 
to go on, but just to drive up on the chance that I 

may like it or not, that would be very unwise. I haven't 
got time to waste like that. It would be foolish. 

MR, LETHERBY: Well, didn't he say, in front 
of this Committee the other day, that on many occasions 
now, that he didn't see the property at all but you, 

Mr. Taube, did. He left everything to your judgment 
and -- 

MR. TAUBE: Well, he left it to my judgment 
if I was going to place the loan for my client, sure 
it's my judgment. 

MR. MACDONALD: This is not what I am talking 
about though. Let's net be confused. 

MR. TAUBE: Well I wouldn't know. I assume 
always when he tells me the particulars that he has seen 
the house, How else could he give me the information? 

THE CHAIRMAN: If my recollection is correct, 
his testimony was that in two or three of the cases that 
were drawn to his attention that he had not seen them 


and he relied completely on your inspection. 
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MR, LETHERBY: That's right. 

MR, TAUBE: You mean he didn't see it before 
at all? 

MR. LETHERBY: At no time did he see it. He 
relied on you. 

MR. TAUBE: Well, I mean I wouldn't take his 
opinions to invest money, gentlemen, you can be sure, but 
I would take his opinion if he thought it was all right 
and I get a description that looks good on paper to me 
via the telephone, you see. Then, I may go out. But 
I haven't taken all his loans, I've taken the vast 
majority of them though, over a number of years, I imagin 
six or seven years. I don't know how he came to me in 
the first place. I just don't know. He probably heard 
somewhere that we had money to lend on mortgages and he 
came in to see me. One outift that was prominent here 
the other day, I positively refuse to do business with 
when I saw him. 

THE CHAIRMAN: Do you ask him in all cases 
if he has seen the property? 

MR. TAUBE: I ask him if he has seen the 
property and he tells me, because I wouldn't want to go 
out on a wild goose chase. 

THE CHAIRMAN: And he tells you that he has 
seen the property? 

MR. TAUBE: Well, pretty well. As far as I 
would know now, sir, it would be just about every case. 
I can hardly imagine a case where he didn't. I don't 


always get the information -- 
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THE CHAIRMAN: No, that isn't the dents 5 The 
point is you don't ask him if he has seen the property, 
you assume that he has. 

MR. TAUBE: I assume he has. I don't 
deliberately, because I've known him a long time, so 
when he phones me up and says, "I've gotva good mortgage 
for you", Well that carries with it the idea that it 
is what he tells me it is. How else would he know then? 

THE CHAIRMAN: Yes, and he may not have seen 
it himself. 

MR, TAUBE: If he didn't see it then he just 
took the information via the telephone and that would 
be dishonourable as far as I'm concerned. Because I'd 
have to waste hours in case I went out and found the 
thing was completely different, so what do I want to 
waste all this time for? 

THE CHAIRMAN: The information may be accurate, 
but he may not have seen it himself. 

MR. TAUBE: That may be so, but I rely that 
he didisee it: 

THE CHAIRMAN: But you don't ask him? 

MR. TAUBE: No, I don't ask him, I don't 
ask him specifically each time. 

MR. LAWRENCE: Have you had any complaints 
from anybody who turned out to be a mortgagor that has 
come to you? 

MR. TAUBE: Well, the only one I mentioned 
to Mr. Sedgwick. 


MR. LAWRENCE: That was the only one? 
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MR. TAUBE: -That's the only one. As I said, 
we sent the papers back and I said to the lawyer, I 
said, "I regret having spent so much time, searched 
the title, prepared the papers, they were Signed and 
inspected the property -- all that for nothing”. I 
sent them back and said, "We don't want any dissatisfied 
people", Not interested. | 

MR, LAWRENCE: This is the Rosenberg one? 

MR. TAUBE: Yea, the Rosenberg one. 

MR, REILLY: Well, if it helps, Mr. Chairman, 
to refresh the memories of the members, I have a 
| notation here on that $8,000 loan -- 

MR. TAUBE: That must be the one. 

MR. REILLY: Yes. The brokerage and commis- 
sion was $300.00, the inspection and appraisal was $20.00, 
the legal fee paid for you was $240.00, other services 
was $160.00, totalling $720.00. 

MR. TAUBE: That was supposed to be paid if 
the deal went through, is that right sir? The deal 
never went through, sir. Nothing was paid, not a penny. 
I happen to know this. 

MR. REILLY: This is the outline. 

MR, TAUBE: Yea, that's the outline of the 
Statement of Mortgage, perhaps. I heard about that, 
because the people went to their Solicitor, which only 
brings us back to the point that if everybody would go 
to their lawyer such Mdigun titans would be cut down to 
an absolute minimum. Perhaps there would be no difficult 


situations any more. And a home deserves that much 


Ss Pe 
“OIRATHO {OTHONOT wm me 
4btse I eA .ome yino odd a'tedl sSaUAT AM i 
4 7 
I ,xoywal oct od bisa I bas Aosd ateqeq edd dnsalew |S 


berorsea .omtt doum oe tnsqe gaived getget I" + .bise 
bis bonata etew yed? ,aveasq sdt bereqetq .esltts orit 
i ."gatdden tot dad {fe -- ysueqouq ond betoegent 
belttettseatbh wuts dnsw t' nob ow bisa bes dosed medd trea 
| .beteouetnt doll ."eleosq 
fono axodaeseh srt al alat . :ROWEAWAL oAM «° 
. ho slastaieiite edd ,seY ;aaUAT . 7M 
<femrted 00M yaqied df tL .ffeW :YQITHa .AM it 


5 oven I ,axedmom ont To aoltomom emt deste: ot 


~~ xg0f 000.8% tadd ao sted mottstom /ki 
| 
ms, 
oo edd ed dauat tsdT sSG0AT .AM. on. se jet A 7 
% 
-aimmes bas egetedosd elf .e0¥. sYICTH AM ove fat 


10.088 ssw Isatstqgs bas softooqent ort 400, 0082 esw coke jer 
asotvese tendte 00, O93 asw voy Tot bisa est Isyel-sddt i al 
00, 08T$ gatitatot ,00,0ar¢ acu Vl 

ti bisa od ot beeoqquve asw sant ‘GUAT LAM mid at 
fseb off tte ddgix tedd at .daitéads dnew [seb ord a 
.yansq s ton .btsq usw antdtow wate .Agvouis ¢mow seven ‘os 
~@iddt woand ot asqdsd I 


ontitvo erid et eld? :¥YaITaA .AM 


ted tduods Bbised I .sasriveg <9R8gs 10M to tnemodste 


Ylao dolfdiw .votbolioe sted? ot tasw elqosq odt sargood 


edt to sntftso sld altsdd .s9¥ :HSUAT AM a | 
. 
| 


os Sf{vew ybodyuseve If tsedt tnteq sad o¢ Mosd av agntad 
od awob gyo od biuow, ane dendia. Meme-tognel atons ot 
{uolkTiIib om od bivow svedt aqerited .mumtatm etuloads as | 8s 
: doum dadd aevusasb smod 5 bak —  8FOm aa en | 


.o* 2. a er ny = <2 7 Din ae te an 


ANGUS, STONEHOUSE & CO, LTD. 


TORONTO, ONTARIO 770 


attention. Let the owner pay five or ten dollars to 
get independent advice, It's not a waste of money any 
more than a man who doesn't feel good goes to see his 
doctor. 

MR, MACDONALD: Seriously, can aman get 
advice from a lawyer for five or ten dollars? 

MR, TAUBE: Well, to look over a Statement 
of Mortgage, that's not a big thing -- half an hour 
would be more than enough to go over a little bit of 
his finances -- even an hour. So if you want to charge 
him ten or fifteen dollars -- but if he is a lawyer 
of any experience -- he knows more or less what things 
are and he sees a man paying five or six hundred dollars 
he would perhaps jump. He would say, "Oh I wouldn't do 
a thing like that". He would stop him at that point. 

In my opinion the Statement of Mortgage should also 
contain a clause -- everything that's on there is pretty 
good -- it was made up very cleverly two years ago -- but 
I think there should be also on there something to the 
effect that I have received independent legal advice. 
There should be a further clause in there. 

MR. SEDGWICK: Mr. Taube, the borrower has 
already paid for legal advice, he's paid you. The 
porrower has paid you. 

MR, TAUBE: I know, but I'm not in the 
picture, sir. In the Statement of Mortgage -- 

MR. SEDGWICK: Wait a minute. You are 
charging the borrower 3% for legal advice, aren't you? 


MR. TAUBE: Well, for getting the mortgage and 
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searching the -- 
MR, SEDGWICK: Oh, no, no, no. 1% for finding 


the lender and 144 you are charging the borrower as 


a lawyer. 

MR. TAUBE: Yes, I am suntaake him for the 
legal -- that is correct, sir. 

MR. SEDGWICK: For legal advice, aren't you? 

MR, TAUBE: No, for searching the title. 

MR. SEDGWICK: All right -- 

MR. TAUBE: For my client, to whom I report. 

MR. SEDGWICK: Yes, but you are charging the 
borrower? 


MR. TAUBE: Oh, yes, he's paying, which is 
the usual practice. 

MR. SEDGWICK: <All right, but you are 
charging the borrower? 

MR. TAUBE: Yes, that is correct, sir. 

MR. SEDGWICK: Don't you think, as a lawyer, 
you owe some obligation to the man who is paying your 
fee? 

MR. TAUBE: Well, what should I do in the 
future. 

MR, SEDGWICK: You might give him some 
honest advice. 

MR. TAUBE: I'11 give him any advice that 
you recommend. 

MR. SEDGWICK: Oh, no, no. I'm not going 
to recommend -- I don't mean, Mr. Taube -- 

MR. TAUBE: I know. I appreciate your 


comments. 
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MR. SEDGWICK: Let's say, when a client -- 
be he ostensibly my client or not -- pays me a fee, I 
think I have a professional obligation towards him, 

If the borrower pays you a fee, it occurs to me that 
he buys with it some sort of a from you to 
him, to give him honest advice. Why should he have to 
pay you a legal fee and then go and get some other 
lawyer who else he will have to pay? 

MR. TAUBE: Well, put that's your situation, 
sir. If aman came to sign a mortgage say -- and one 
trust company is charging him 73%, should the lawyer 
say to him then, because he charges him a fee, "You 
know, if you would go across the street to that trust 
company, you could get the same mortgage at 7%?" He 
might be working against his own clients to do that, 
sir, There is a contradiction there. That's it, it's 
a contradiction. I have to work in my client's interest 
as a mortgagee and I don't think I can swing over on 
the other. But any suggestion you make I will gladly 
take up, because of the respect we hold for you, Mr. 
Sedgwick. 

MR. MACDONALD: Mr. Chairman, I think the 
conflict here could be resolved if the lawyer's fee paid 
to Mr. Taube were paid by Mr. Rosenberg out of his 
brokerage fee. 

MR. SEDGWICK: Yes, that's right. 

MR. TAUBE: That's it, that's exactly -- 

MR, MACDONALD: There: mightrbera conflict. 


vo. \MR, TAUBE: I know, there might be a conflict, 


yes, but there's a lot to be said in favour of what 
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Mr. Sedgwick says. I will take it up under advisement. 

MR. LAWRENCE: No, I don't think you better, 
Mr. Taube --(voice inaudible) -- Just a minute, please. 

MR. TAUBE: Sorry. 

MR. LAWRENCE: In which, I think Mr. Sedgwick 
is (voice inaudible) -- which almost prohibits lawyers 
to act on both sides of a mortgage transaction, so I 
don't think you need to take -- 

MR, MACDONALD: But you find they are doing 
it though. 

MR. LAWRENCE: Well here, I haven't quite 
figured this out, but in any event if I am acting for 
a mortgagee, I certainly don't want to also act for 
the mortgagor. 

MR. TAUBE: That's exactly what I was saying. 

MR. MACDONALD: If Mr. Rosenberg sends a 
case to Mr. Taube and the borrower is paying Mr. Taube, 
Mr.Taube is in a position of conflict. I am not saying 
this critically of you alone, but it seems to me it 
is in contradiction of the letter that's gone out from 
the Law Society. 

MR. SEDGWICK: Well, it occurs to me that 
we are out in space. The transaction is not in the 
interest of the borrower, so the only lawyer he can 
see is --(voice inaudible) 

MR. LAWRENCE: (Voice inaudible) 

THE CHAIRMAN: Have we any other questions 
of Mr. Taube? 


MR. BELANGER;: (Voice inaudible) -- How many 
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| éfi these lawyers that do loan money -- we had one here 
yesterday -- that belong to the Law Society and Brokerage 
Society but they are not busy. Have you got quite a 

few Solicitors that are in the same category that call 
you and that you handle all these affairs for them? 

MR. TAUBE: No, it's just the odd Solicitor 
who will call me for a loan. Sometimes a lawyer needs 
a mortgage for a client who is selling a home or a man 
who bought a home for resale, they might phone me up -- 
just something like that. When they run out of funds 
of their own clients and they still need more money they 
might call me or somebody else, you see. I might near 
once from a lawyer and may not hear from him again for a 
year or two, you see. No regular pattern on this. 

MR. BELANGER: Do you have any mortgage 
company at all do this -- 

MR. TAUBE: Companies? Well I get the odd 
application from M.C. Beaver Limited. M. C. Beaver 
Limited calls me sometimes for a mortgage, and then 
there is H. W. Fender Limited. 

MR. BELANGER: © And the rest of it --(inaudible)) 

MR. TAUBE: Just on my own reissues, 
acquaintanceship, people that know me over the years or 
that recommend semebody, that's all. 

MR. BUKATOR: Mr. Taube, we haven't got down 
to the routine question yet. If a real estate broker 
came to you with a client, would you honour his mission 
for him? The one where ostensibly you would get whatever 


they get if you find again an investor who -- 
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MR. TAUBE: You say a real estate agent? 

MR, BUKATOR: A real estate broker who would 
come to you looking for a mortgage -- 

MR, TAUBE: Only my fees, that's all. 

MR. BUKATOR: And how about the real estate 
broker getting a commission from -- 

MR. TAUBE: If he wanted to get a commission 
he would have to get the owner to agree to it. It 
wouldn't be up to me. 

MR. BUKATOR: I realize that, but you have 
investors -- what I am driving at is -- 

MR, TAUBE: If I could place the loan and I 
had the money I would be very happy to distribute it. 

MR. BUKATOR: Have you ever paid a broker a 
fee for finding a customer for one of your clients? 
| MR. TAUBE: A real estate broker? 

MR. BUKATOR: Right. 

MR. TAUBE: Well sometimes, yes, several 
times in a year -- two or three times in a year, but 
not very often, but it happens. 

MR. BUKATOR: How about the man who comes to 
you and would like to borrow $3,000 -- that would be 
a first mortgage, at 7% interest, if the mortgage looked 
good, a prime mortgage? He would pay your investor, 
your client, 7%? 

MR, TAUBE: That is correct. 

MR. BUKATOR: And we have heard from other 
people here that they have a bonus that they require -- 


MR, TAUBE: Yes, I've heard about that, I 
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know about this business. 

MR. BUKATOR: How about your client? 

MR. TAUBE: We have no bonus, no bonus at all. 

MR, BUKATOR: No bonus? 

MR. TAUBE: Nothing at all. 

MR. BUKATOR: All he would pay you for 
obtaining that $3,000 mortgage would be your fee? 

MR. TAUBE: My fee. 

MR.BUKATOR: Your fee, which is about 3%? 

MR. TAUBE: Well, on a $3,000 would be a 
little higher. I couldn't do it for $90.00. I have a 
minimum . | 

MR. BUKATOR: Well, I'm talking about the 3%. 

MR. TAUBE: Oh, yes, it would be higher on a 
$3,000. It would be $125.00 to include my fee and 
disbursements. 

MR. BUKATOR: There would be a charge of 
$125.00? 

MR, TAUBE: Of which about $15.00 would be 
disbursements. My end would be about $110.00. 

MR. BUKATOR: And there is no bonus at all? 

MR. TAUBE: No bonus at all, sir. 

THE CHAIRMAN: Any other questions? Well, 
thanks, Mr. Taube, for being with us this afternoon. 

MR. TAUBE: Thank you, gentlemen, for asking 
me. 

THE CHAIRMAN: We will now have a 10 minute 
recess. 
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THE CHAIRMAN: I will ask the members to 
resume their seats. The meeting will come to order, 
We will now ask Mr. W. Peter Carter, Real Estate 
Manager of the C.A.C. Realty Limited to come forward. 
And Mr. Johnson, the Solicitor. 

Mr, Carter, you have a prepared brief of 
which all the members have a copy? 

MR. CARTER: Yes. 

THE CHAIRMAN: We will ask you to read your 
brief, if you will. 

MR. CARTER: Introduction: C.A.C. Realty 
Limited is an Ontario Company incorporated on January 31, 
1962, with the following objects, that is to say: "to 
lend and invest money on mortgages of real estate or 


otherwise, " 


The Mortgage Company operates coast-to-coast 
through some 60 branch offices. 

Objects: C.A.C, Realty Limited was formed 
with the object of making funds available to existing 
home owners and prospective purchasers of residential 
dwellings against their security of real estate at a 
rate of interest which was fully disclosed, fully 
competitive and represented a fair return to the Company 
on its investment having regard to its acquisition and 
handling costs, money costs, operating expenses and the 
credit and security risk involved in this type of 
business. 

Lending policy: The lending policy of C.A.C. 
Realty Limited is conservative and one of developing a 


loan or purchase price of a mortgage based on:- 1. Equit 
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- Restriction to mortgage loans where the existing 
balance owing on the first mortgage plus the amount of 
the proposed second mortgage do not exceed 80% of the 
appraised value of the real estate security. In 
purchasing a mortgage, the combined total of the two 
existing balances on the mortgages must not normally 
exceed 80% of the appraised value. 2. Appraisal - 
Appraised value will be estimated as fair market value 
with a cash down payment by a prudent buyer of twenty to 
twenty-five per cent of the returned valuation. 
3. Covenant - Credit of the proposed borrower must be 
satisfactory. Should the title of the property be in a 
married woman's name, her husband is required to sign the 
mortgage document as guarantor. 4, Types of Mortgages - 
The following types of mortgages will be created or 
Gian labdede by the Mortgage Company: - 
(a) Straight Interest (created mortgages) 

Interest Rate - 12% per annum, computed semi- 

annually, not in advance. 
Amortization - Up te twelve years dependent upon 


real estate security. 


Term - To coincide with years of amorti- 
zation. 
Prepayment - Contract will be epen after first 


six months without penalty or 
notice. 
Payments - Equal blended monthly payments. 
(b) Discount (purchased mortgages) 


Interest Rate - Varies between 5% and 7% per annum 
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on mortgage for sale but up to 8% 
is not uncommon. — 

Term - A five year maturity is usual, but 
occasionally contracts do contain 
the right of renewal for a further 
period of three or five years. 

Amortization - Usually longer than term and on 
maturity a balance is due the 
mortgagee. Maximum allowed is 
twelve years. 

Payments - Either the contract will call for 
equal blended monthly payments or 
quarter yearly payments of princi- 
pal plus interest. 

Prepayment - Contract is normally open from 
commencement. 

Discount - Mortgage will be discounted on 
face amount to yield 12% per annum 
effective interest per annum, such 
discount taking into account the 
interest rate of the contract 
being purchased. 

5. Age of Borrower - The Mortgage Company does not 
normally wish to have borrowers in excess of 65 years of 
age. With this in mind, the amortization plus the age of 
the mortgagor at the time of creating or purchasing a 
mortgage should not exceed 65. 

The policy of C.A.C. Realty Limited is that no 


mortgages will be created or purchased on which the 
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mortgagors are paying an effective rate of interest in 
excess of 12% per annum. 

It has previously been stated that the Mortgag 
Company was formed with the object of assisting existing 
home owners and prespective purchasers to acquire 
additional funds by the signing and registration of a 
second mortgage against the borrower's property; in 
addition, the Company will also purchase existing 
mortgages. However, it is noteworthy that C.A.C. Realty 
Limited does not in any way wish to compete with the 
established mortgage lending institutions, but rather to 
complement the mortgages available from the Trust or. 
Insurance Company. It is a fundamental policy of C.A.C. 
Realty Limited that its programme of mortgage financing 
will be highly ethical at all times with full disclosure 
of all facts appertaining to a mortgage transaction in 
order that the General Public can conduct business "with 
cenfidence and in confidence". 

Finders Fees - C.A.C. Realty Limited is 
pleased to pay Finders Fees to lawyers, incurance agents, 
real estate and/or mortgage brokers, etc., who refer 
prospects to the Mortgage Company. On mortgages with 
terms of up to 7 years 11 months the fee is 1%, while if 
the term is between 8 and 12 years the fee is 2%; the 
fee is calculated on the face amount of a created mort- 
gage or in the case of a purchased mortgage on the price 
being paid by the Mortgage Company. 

It is the belief of C.A.C. Realty Limited that 


the scale of Finders Fees offered to lawyers, real estate 
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and/or mortgage brokers, is realistic and attractive to 
legitimate Sources of Business. These fees are not 
chargeable to mortgagors or vendors but are an expense 

of C.A.C. Realty Limited to attract business. In offerin 
Finders Fees, it is the intention of the Mortgage Company 
to eliminate any mortgagors having to pay arranging fees 
to lawyers, brokers, etc, Further, it is a policy of the 
Mortgage Company that should any Source of Business 
require or attempt to charge arranging fees to prospectiv 
borrowers, the application is cancelled, since the 
proposed borrowers, with the arranging fees being 
deducted from the mortgage proceeds, would be paying an 
effective rate of interest in excess of 12% per annum, 


It is felt that acceptance of this type of transaction 


could prejudice C.A,C. Realty Limited in the eyes of the 


mortgagers. The borrowers have paid an arranging fee, 
and although the Source of Business has collected it, 
they may conclude it was the Mortgage Company who receive 
the benefit of the fee. 

As a further safeguard to the policy of no 
arranging fees paid by mortgagors/vendors, C.A.C. Realty 
Limited requires that the monies from a created mortgage 
or on a purchase of an existing mortgage are paid 
directly to the mortgagors/vendors and not to a third 
party. In the event of a Direction being received by the 
Mortgage Company for the monies to be paid to other than 
the mortgagors/vendors, the Direction immediately becomes 
suspect of some hidden arranging fee being charged the 


customers. It is laid down in procedure that the Staff 
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of the Mortgage Company must ascertain why the monies 

cannot be handed directly to the mortgagors/vendors and, 

unless they are fully satisfied with the explanation 
given them, the Direction for the monies to be paid to 

a third party must be cancelled. 

Brochure - Attached to this Brief is a Brochur 

"about MONEY" and sound secondary financing of homes 

published by C.A.C, Realty Limited. It is the belief 

of the Mortgage Company that the. brochure contains all 

the answers a borrower or vendor will require concerning 

taking or selling a mortgage. It is used at all inter- 
views or discussions with any prospect, mailed to 
applicants responding from advertisements, etc. An 
examination of this brochure will reveal:- 

4 C.A.C. Realty Limited creates second mortgages without 
any bonus whatsoever. 

* The terms of equity, reference, etc., are clearly 
defined so that the General Public can easily under- 
stand the plan -- there is nothing hidden. 

* There are ne arranging fees payable to C.A.C. Realty 
Limited. The only costs to a borrower/vendor are 
standard appraisal fees ($25.00 or 1/15th of 1% of 
appraised value, whichever is the greater) and the 
legal fees recommended by the local Law Association; 
the latter vary from Association to Association -- for 
example the County of York Law Association is 14% of 
the mortgage loan. 

* Examples of monthly payments are quoted, so that 


borrowers can see exactly the amount of the monthly 
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Obligation for vesting ahidvereucdens tor a particular 
mortgage loan amount. ; 

* Mortgages can be created for periods from one to 
twelve years and the ‘term ‘and amortization will always 
coincide so that on the maturity of the mortgage there 
will be no money owing by the borrower, 

* All mortgages created or purchased by C.A.C, Realty 
Limited remain with the Mortgage Company until the 
principal owing is paid in full; under no circum- 
stances will any mortgage agreement be sold to any 
other organization or individual. 

* Under the mortgage contract for all created loans, the 
borrower can pay the mortgage in full ~-- or any part 
of it -- after the first six months without notice 
or penalty. 

* Mortgage insurance is available if desired, but it is 
purely optional and is offered as a feature for the 
convenience of mortgagors. The premium is .75¢ per 
$1000 of the mortgage per month e.g. on a mortgage of 
$3,000.00, the monthly premium is $2.25. 

It is the belief of C.A.C. Realty Limited that 
the Brochure is the first in Canada to clearly define in 
Simple language the lending policies of a company 
specializing in the urban residential second mortgage 
market. It was written with this object always in mind 
and from the response of the General Public across 
Canada, since the Mortgage Company commenced operations 
in August, 1962, it is believed that the Brochure has 


adequately answered all inquiries made concerning the 
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mortgage plan. 

Summary - During the years 1957-1958-1959 and 
early 1960, the word second mortgage frightened many 
citizens due to the unethical practices that were 
perpetrated in the mortgage business during these years. 
This unhealthy situation was caused by many operators 
entering the mortgage field not with the object of 
giving the General Public a much needed service, but 
purely to exact high fees by way of hidden charges etc., 
and made a profitable killing without regard for their 
methods of operation nor concern for any mortgagors 
financial state. In June of 1960 the government passed 
the Mortgage Brokers Registration Act, refused licences 
to many so-called mortgage companies then operating and 
‘without question, in Ontario today, the past problems 
to a large extent have been eliminated. The mortgage 
plan, terms of reference, procedures, etc., of C.A.C. 
Realty Limited were designed and written bearing all 
the past troubles, pitfalls, etc. of the mortgage 
industry constantly in mind and it is believed that the 
ethical programme offered by this Mortgage Company has 
successfully accomplished the object of full disclosure, 
no hidden charges, etc. 

THE CHAIRMAN: Do you wish to make any 
comments other than -- 

MR. CARTER: I don't think so, sir, except I 

| think attached to the brief you will find the brochure, 
I did, in my brief, bring the highlights of this brochure 


to your attention. 


< d 
> 
| ae 
JOA, AA x sear 


a 
- nstq sgsaetom [: 

bas e@er-Sael-yeel aIsoy edt anitsd - yrsmma | owe ie 
Yanan bonoddgtst egeydiom baoses brow edd .Od@L yfase & 
etew ted? gsolitosiq Iectiteny edt ot sub ansattto 

-atesy esedt guiwb aeentavd sysgtirom edt at hetentadres 
sxo¢sreqo Yasa yd beaiso asw motisudla ydslseday afdT 

to gooido edd ddtw dom blelt egagdiom edd aniiedae 

gud .esotvres bobeen dovm se offdul [stened ond gatvig 
..o¢9 gogtendo aebbid to ysw yd aeet dgid dosxe o¢ yloug 
| ttedd tot bisgey seordtinw gatiflia efdstiterg s ebsm bas 


aToRsaviom is Tol mreoes tom moltdeteqo to ebodtem 


bssesq daemrrevos odd Od0L to emul al .eteda Ishomsntt { 
asonootl beaster .gdoA motdsrtaised avesloud enagvtoM edd i a 
bns gattsteqo med? getasamoo sgagdtom belise-oa ynsit ot a | 
ameidorg vacq edt .vabot olustw0 nt ,ooldsensp dyorit tw ar 
ensaciom ont .bedeantutfe meed ever dnatxe ogial s of jar | : 
.0.A.0 to ..o¢8 .setmmbesotg .eonete Tot To amzred .aslq la 
ffs antwwed moddiaw brs bengteeb otow bodimtd ysisen | 8 


sysgixom ofd to .ote valfstdta .aeldvotd deeq odd [et | 
eit tend bevelfed et gt bas batm at yldnstamoo yadawbat | Of 
asd yasqmod sgsadioM aint yd betetio smmsitgomg Isoltdite ‘Is 
~omeofoatbh fut to doetde ent bedatiqmooos yYlintaasoove | SS : 
,ote .aogtsio mebbid om fe 
une ofem ot datw voy o0 <=MAMATAHO ANT . | us Je 
-~ mended tedjo atnemmoo 
I gqooxe «tia .oe Antdd t'oob I :AaTAAD .AM 


.stunoord odd batt [iiw wor teietd ort ot bedostis ako 


enna aitdt to adrigiisigta efit gnixd .tetid ya at wad 
Selevsat Fatma igre bac pmestra aca: 


a a” eo i 


_- a 
‘a 


ANGUS, STONEHOUSE & CO. LTD. 8 
TORONTO, ONTARIO T 5 


MR. SEDGWICK: May I ask one question? Do 
I take it that on the face of your mortgage it is stated 
that the rate is 124? 

MR. CARTER: “Yes, sir. 

MR. SEDGWICK: I have checked the schedule 
appearing in your brochure against this useful little 
book of monthly payment charge and I see that you are 
precisely 12%. 

MR, CARTER: Yes, sir. In fact, Mr. Sedgwick, 
if I could interrupt, sir, and say that the scale that 
is quoted here was taken from the same book that you 
have there. 

MR, SEDGWICK: Well, I know this -- $5,000 
for five years, the monthly payment would be $10.50, 
which is precisely what is quoted in your brochure and 
carry that with Lance Realty for the same period and 
the same amount, it is monthly $23.48. There is a 
difference between 12% in your case and 17% in their 
case. 

MR. CARTER: Well, what we do, sir, we use 
the services of Financial Publishing Company, to prepare 
these actuarial tables. 

MR, SEDGWICK: The same one? 

MR. CATER: Yes, the same one. And when we 
report to a borrower, when our branch office -- whichever 
it is -- reports to a borrower in sending them a 
statement of account, we do enclose an amortization 
schedule which has been prepared by Boston on the 


particular mortgage transattion so that the borrower can 
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see at any time the amount of money he will be owing 
to the mortgage company during the term of his mortgage. 

MR. SEDGWICK: So answering a question that 
has been asked here often, you find no difficulty in 
advising the borrower of the true rate of interest over 
the period of amortization? 

MR. CARTER: No, sir, none, 

MR. SEDGWICK: I have to assume that your 
business 1s profitable because otherwise you wouldn't be 
in it, but percentagewise do you have a very great loss 
ratio? 

MR. CARTER: Well, of course, we have only 
been going since August, 1962. 

MR. SEDGWICK: Oh, I see -- 

MR. CARTER: We haven't reallyhraé long enough 
to say. Let's put it this way -- 

MR. SEDGWICK: I think the element of risk -- 
is the element of risk high? You must have made prelimin- 
ary studieslhefore you went into the business and decided 
that 12% with all charges included was adequate. 

MR. CARTER: I think you have got to examine 
this rather from what are the terms of reference on 
which you are prepared to undertake business. If you 
wish or are prepared to go to say 90% of appraisal, or 
95%, then I think that obviously one is at a greater 
risk than at our limit, which is 80. I think that 
anyone who attempts to borrow money on their house, 
where their first and second mortgage exceed 80% of 


appraisal is, or could be, placing their property in 
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jeopardy. I think they are very foolish if they go 
over the 80%. This is a personal opinion, of course. 

THE CHAIRMAN: Mr, Lawrence? 

MR, LAWRENCE: Js C.A.C. Realty Limited a 
subsidiary of -- 

MR. CARTER: It's a subsidiary of Canadian 
Acceptance Corporation. 

MR. LAWRENCE: Why does C.A.C. feel that 
there would be room in the Canadian market for this type 
of operation. Why couldn't. they do it’ themselves through 
their own -- 

MR, CARTER: I think Mr. Johnson is probably 
more qualified to answer that. 

MR, JOHNSON: It doesn't have the corporate 
capacity to loan mortgage security. C.A.C. is a 
Dominion corporation of chartered accountants and C.A.C. 
Realty Limited is (voice inaudible) 

MR. LAWRENCE: I know it is on your 
application for a loan, in the back of your brochure 
there is a -- by signing the application that the 
contract, in effect, pays standard appraisal fees. Do 
you have much trouble with this, or have you had much 
trouble yet? 

MR, CARTER: No, we've had none at all. At 
the interview which is conducted at the branch office 
where the application is being made out, once the inter- 
view form has been completed the manager concerned 
should be able to evaluate the application from what 


information he has obtained and provided it is satisfac- 
tory, he will then advise the applicant that we will go 
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ahead with the appraisal, we will inform the applicant 
of the amount of the appraisal ($25.00 if the property 
is obviously going to appraise at under $26,000 -- the 
1/15th of 1% doesn't come in until after that) and 
he will advise him at this stage that in the event of 
a rejection we will require from them the appraisal fee, 
Now quite frankly, Mr. Larence, if after the application 
say there is a reject, and the borrower is not going to 
pay the appraisal fee, we certainly are not going to 
sue him, It is purely an expense of the company. We 
do not employ our own appraisers. We have set up a 
panel of 60 appraisers from coast-to-coast -=- one man 
to serve each office, These are fee earning appraisers. 
Their contract is with C.A.C, Realty Limited and each 
time they do an appraisal it is $25.00 or 1/15th of 1% 
and we have to pay it irrespective of whether we collect 
that fee from the prospect or not. 

MR, LAWRENCE: Your offices are right 
across the country -- are they the same offices as C.A.C. 

MR. CARTER: Yes. We have set up several | 
departments in -- 

MR. LAWRENCE: Separate departments? 

MR, CARTER: Yes. 

THE CHATRMAN: Mr. Bukator? 

MR. BUKATOR: Not at the moment. 

{THE CHAIRMAN: Mr. MacDonald? Mr. White? 

MR. BELANGER: (Voice inaudible) 

MR, CARTER: TI Can't hear you, sir, I'm sorry. 

MR 
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does it have to come to Toronto here before it is 
processed? 

MR. CARTER: No, sir. 

MR, BELANGER: Apparently -- 

MR. CARTER: It is dealt with entirely in 
the branch. If the branch is in Vancouver, the appli- 
cation is dealt with in Vancouver, If the branch is 
in Halifax, the application is there, then it remains 
in Halifax. | 

MR. BELANGER: You say there is a fee 
connected with the application? 

MR, CARTER: There is a fee connected, an 
obligation, for the standard appraisal fees for the 
property to be appraised to see whether it would a 
sufficient security to meet our terms of reference for 
the mortgage to be granted. And that .is collected after 
the appraisal has been made. It is not collected -- 

MR, BELANGER: What about the calculation 
you make about the persons themselves? 

MR. CARTER: Well, that is a credit report -- 

MR, BELANGER: The type of risk that they 
are? 

MR. CARTER: Well, that is a credit report. 
That's the covenant side. We do not charge them anything 
for that, That is a company expense. It's a retail 
eredit report. 

MR, REILLY: Mr. Chairman, as I understand it 
the company's charges are 12% plus an appraisal fee, is 


that correct? Are those the only charges? 
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MR. CARTER: Well, you've got your standard 
legal fee, sir. 

MR, REILLY: Yes. Up to 80% of the value 
of the home, and beyond that you won't go? 

MR, CARTER: No, I'm afraid not. 

MR, REILLY: This is quite clear, Mr. Chair- 
man. 

MR. CARTER: It is quite clear. 

MR. LAWRENCE: This is a very commendable 
prief, sir, There is one other thing, Mr. Chairman, 
before letting him leave. I just wondered why you 
don't quote the 12% interest rate in the brochure? 

MR, CARTER: We do quote 1%, I agree, per 
month, It seems to be public thinking, no other reason, 
We did debate this at great length in the office when 
we were preparing the brochure whether we would put 12% 
per annum or say our interest rate is 1% per month. As 
I am sure all of you realize, gentlemen, 1% per month 
4s actually an actuarial yield of 12.7% per annum. In 
point of fact the mortgage agreement is written at 12.00% 
actuarial per annum. It's purely a matter of selling, if 
you like, Mr. Lawrence, y 

MR. LAWRENCE: I'm not criticizing -- 

MR. CARTER: No, I realize that. I'm afraid 
it's competition, if you like. 

THE CHAIRMAN: Well thanks very much, Mr. 
Carter, for your very excellent brief and we appreciate 
your coming before the Committee. Thank you very much. 
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aii Giet Whsaoe duper from Mr. A. Posluns, gentle- 

2 men, who is associated with Superior Discount Limited. 
Do you have a prepared brief, Mr. Posluns? | Would you 
care to read your brief? 

MR, POSLUNS: Yes, sir. Firstly, may I also 

-. commend the C.A.C..for what I psa be ar very fine brief. 
I am rather a little embarrassed that mine is not nearly 
as full and complete.. It's rather sketchy, I had no 
idea what was desired but certainly I will be able to 
answer any questions. that may be asked. 

This company was incorporated in 1948 and is 
presently a wholly owned subsidiary of Superior Accept- 
ance Corporation Limited. This company makes personal 
loans of $1,500 to $5,000 and also finances the 
revolving apnant sales of retail stores such as G.E.M, 
and Woolco, 

Loans are always secured by a promissory note. 
A chattel mortgage on household furnishings is usually 
collateral security to the note. When the sum of the loa 
warrants it, a chattel mortgage. on an auto, and/or a land 
mortgage, is further collateral security to the note. 

The charge to the borrower runs from 1 1/3% 
per month to 2% per month, depending on the risk involved 
This charge is all inclusive, and there are no additional 
charges whatsoever, except life insurance which is 
optional. 

Revolving Credit - A credit purchaser signs 
an application agreement, on which he or she undertakes 


to make monthly payments. No further security is re- 
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quired from the purchaser. The charge to the customer 
is 13% per month, on the previous month's balance. 

And then I go on to say, - For your further 
information, we herewith quote the percentage of profits, 
in relation to the outstanding balances, as of December 
31st, for each of the past three years. 1960 - 1.777%, 
1961 - 1.726%, 1962 - 1.260%. 

We trust that the above information is 
helpful, but if you require any further details, we shall 
endeavour to furnish them. 

THE CHAIRMAN: You don't wish to add anything 
to that? 

MR, POSLUNS: We actually operate three 
companies of Superior Finance Limited which is also 
a wholly owned subsidiary of Superior Acceptance and 
this company deals with loans up to $1500 and is 
regulated by the Small Loans Act. Superior Discount 
Limited, as I pointed out, handles these two items, 
large loans and revolving credit. Superior Acceptance 
Corporation Limited handles acceptance work, conditional 
sales contracts and such. We operate throughout Ontario 
only. We have 25 offices in Ontario spread all over the 
Province. 

MR. SEDGWICK: Well, Mr. Posluns, does Superio 
Discount lend largely on the security of mortgages? 

MR, POSLUNS. No. While mortgages are involve 
in many cases, particularly when they get beyond $3,000, 
in most instances there is very little equity in the 


property. The loan is made primarily on the stability of 
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the person, their paying habits and credit information. 

MR. SEDGWICK: Do you have any standard rate 
of charges for your loans? Let us say a loan of §5,000-- 
or $2000 if it's a more usual figure -- what would your 
rate of interest be? | 

MR. POSLUNS: .It. wouldn't vary on the amount 
of the loan. It would rather vary on the security, 
based on the security of the loan. If a loan is more 
secure at $2000, the rate would be lower than $5000, 
although it's hardly feasible that a loan of $5000 would 
be too far without some kind of security. Perhaps not 
for the full amount of the $5000, but I think there 
would, in every case, it would be considered that there 
would be some security there. 

MR. SEDGWICK: How do you arrive at the 
rate of interest that you charge? | 

MR. POSLUNS: I would think that the rate 
of interest is arrived at mainly by the costs that 
are involved and the operation of our company also in 
keeping with competition, provided that there is some 
margin of profit left in the meeting of that competition. 

MR. SEDGWICK: Mr. Posluns, it has been said 
to me that your average rate would be about 20% -- your 
true rate; would that be about right? 

MR. POSLUNS: No, sir. 

MR. SEDGWICK: How much would it be? 

MR.POSLUNS: The highest rate we have ever 
charged would be 2% a month and the effective rate of 


that is, I believe, 26.82 
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MR. SEDGWICK: You charge that even when 
you get a mortgage? 

WR. POSLUNS: “Yes, sir. 

MR. SEDGWICK: Because I am looking at a 
mortgage made to Superior Discount, made by the Tommy 
Windsor property, and the mortgage expresses a rate 
of 26.82% per annum. Do you consider that a competitive 
rate, do you? 

MR, POSLUNS: Yes, sir. 

MR, SEDGWICK: This mortgage was a second 
mortgage, that's true, although it was said it me that 
it was effectively a first mortgage because the first 
mortgage was very small. 


MR. POSLUNS: Well, I do not have the details 


MR, SEDGWICK: I don't know the name of the 
borrower, but you certainly lend at a rate of 26,82, 
the effective rate, on the security of mortgages? 

MR, POSLUNS: On the security of mortgages 
our loans are usually, I would say 90%, are 36 months 
or less. They are open. Where there is some cost 
involved in the preparation of the loan, that is,if there 
are legal costs involved or valuation costs involved, 
then there is a six months closed term for the loan. 
Otherwise the loan is open and can be repaid at any time 
without notice or bonus. 

MR. SEDGWICK: Do you charge bonuses at the 
time when the loan is put on? 


MR. POSLUNS: No, sir. 
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MR, SEDGWICK: If a man wants to borrow 
$5,000 for three years he is obligated to pay $5,000 
back, is that right? Does he get precisely $5,000? 

MR. POSLUNS: He gets precisely $5,000. 

MR. SEDGWICK : His full obligation is to pay 
back $5,000 amortized over the term? 

MR. POSLUNS: They are always amortized over 
the term and his total ph lérabtensis $5,000 plus the 
interest. 

MR. SEDGWICK: Plus the interest... No legal 
fees? 

MR, POSLUNS: No, sir. 

MR, SEDGWICKK: No finders fees? 

MR, POSDUNS: No, sir. | 

MR. SEDGWICK: No bonus? 

MR. POSLUNS: No, sir. | 

MR, SEDGWICK: And no appraisal fees? 

MR. POSLUNS: No, sir. 

MR. SEDGWICK: Just the $5,000 plus interest. 
Would it be fair to say that your interest is ordinarily 
at about the rate of 2% per month? 

MR. POSLUNS: Well, that is the highest rate. 
The lowest rate would be 1 1/3%. And that would probably 
come within the neighbourhood of about 16%, I guess. 

MR, SEDGWICK: So that your rates run from 
16% to 2% a month, which is, as we agreed, 26.82% per 
annum? 

MR, POSLUNS: I'm not sure if that 16% is 
accurate -- I'm discussing that now, -- but based on 


2%, it is likely more than 24. 1 1/3, if it were exactly 
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that way would be 15, 16%. We have never bought av 
mortgage or sold a mortgage. This is not primarily -- 

MR. SEDGWICK: You carry the mortgage yourself 

MR. POSLUNS: Oh, yes. We don't -- we conside 
them as loans actually and in most cases if there is a 
default there isn't enough equity in the property to 
even redeem it. 

MR. LAWRENCE: Your business really, as I 
understand it, is more in the loan business and the 
fact that you are putting on land mortgages is a certain 
security to what you primarily consider personal loans; 
is that right? 

MR, POSLUNS: Yes, sir. 

MR. LAWRENCE: Some of these cases, of course, 
you do have a land mortgage as security, you have 
conditional sales note as collateral security as well 
as a promissary note? 

MR, POSLUNS: A conditional sales contract 
I don't think would come into the terms of the same 
loan? 

MR. LAWRENCE: It wouldn't? 

MR. POSLUNS: I don't think so. 

MR. LAWRENCE: I know searching titles here 
in Toronto it is quite prominent on one or two occasions 
in which the sale notice is put on the security discount. 

MR, POSLUNS: Oh, yes --on properties? 

MR, LAWRENCE: On properties. 

MR. POSLUNS: Well -- 
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Toronto area -- 


MR. POSLUNS: I don't know how a conditional 
sales contract would be registered. 

MR. LAWRENCE: Well, notice of a conditional 
sales contract -- (voice inaudible) 

MR. POSLUNS: Well then you know that they 
are always payable without notice or bonus. 

MR. LAWRENCE: You intrigue me by saying 
there are no other charges on these things. You pay 
your own lee fees? On all these things? 

MR. POSLUNS: On all of them. 

MR. LAWRENCE: You do, eh. Notextrac 
charge to the person involved -- 

MR. POSLUNS: No. In many cases a borrower 
will come to us -- a potential borrower -- for one 
reason or another he may change his mind even though 
the legal work has been done and we have the expense 
but we never go after the prospective borrower to pay 
for it. We think it's building good will and in some 
cases we might not collect it anyhow so we think it's 
good business on our part not to even -- 

MR. LAWRENCE: I can't hear you, I'm sorry. 

MR, POSLUNS: Well, I say that when a 
prospective borrower comes in and arranges for a loan and 
even though he doesn't complete the loan for one reason 
or another -- he may change his mind and even though we 
have had costs involved, such as legal fees or appraisal 
fees, we don't ask the borrower to pay for it. We 


assume that cost ourselves. We think it is good business 
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on our part to do that. Perhaps that same prospective 
borrower might come back at some future date. This is 
all part of our expense, part of our business. 

MR. LAWRENCE: Superior Acceptance is the 
parent company and it is a Dominion incorporated company 
or -- 
| MR. POSLUNS: No, Ontario. 

MR. LAWRENCE: Ontario. All the operations 
are just here in Ontario? 

MR, POSLUNS: They are all in Ontario. 

MR. LAWRENCE: Superior Discount gets into 
the land mortgage transactions? 

MR. POSLUNS: Well, loans of over $1500.00, 
Of course any loans under $1500 wouldn't involve land 
mortgages. 

MR, LAWRENCE: No. Is Superior Finance your 
company under the Small Loans Act? 

MR. POSLUNS: That's right. Yes, sir. 

MR. LAWRENCE: What's your policy on 
garnishees -- garnishments as far as salary is concerned? 

MR. POSLUNS: Well, I would say that our 
policy is very liberal and where we feel that a person 
honestly can't afford to pay for a very valid reason 
there is never any action taken. I would say that 
garnishees are very few and far between. Very, very few. 

MR. LAWRENCE: We had some figures quoted to 
us when we had the representative of the Consumer's 
Association and I forget the accurate figures but she 
said that on installment buying their research is that it's 


avery, very small figure as far as defaults are 
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concerned, or whatever you call them. Is that your 
experience? 
| MR. POSLUNS: wes) very small. And the same 
thing applies to eo tbe on chattel mortgages and 
furnishings. It just isn't done, that's all, because in 
ae cases Blac people -- 

MR. SEDGWICK: May I ask a question that 
no doubt oe from my ignorance and I only ask it 
because it's mentioned in your brief. You say that 
your profits in relation to the outstanding balances 

as of December 31st of the past three years were for 
1960, 1.777 -- does that mean your annual profit? 

MR, POSLUNS: The annual profit. 

MR, SEDGWICK: The annual profit. That means 
you have an annual balance owing to you of a million: 
dollars it would mean -- i 

MR. POSLUNS: It would be $17,770 profit, for 
every million dollars that was outstanding. 

MR. SEDGWICK: And I see in 1962 it dropped 
to 1.260? 

MR. POSLUNS: Well, there is a reason for 
that, it wasn't that business became that much worse or 
expenses became that much higher. Our volume went up 
considerably during the year and so this is based on the 
volume at the end of the year, it wasn't the average 
volume for the year. 

MR. SEDGWICK: So that here, for every million 
dollars that was owed to you, you had a profit of 
$12,600? 


MR. POSLUNS: : That's right. 
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MR, LAWRENCE: Getting back to figures quoted 
to us by the representative of the Consumer's Association 
the first percentage figure Was a fraction of 1%. I 
want to know where those figures came from? On the 
other hand, a few days ago in the Globe and Mail a series 
of articles on credit, there was a figure of about 30% 
quoted under corporations under the Small Loans Act in 
which they had a good deal of trouble with people not 
keeping up with their payments. I was wondering -- your 
company I think is the first one we have had before us 
here under operation of the federal Small Loans Act -- 
what is the experience of Superior Finance as far as 
this is concerned? 

MR. POSLUNS: Well, I would think that that 
figure of 30% is very high and certainly wouldn't apply 
to us. The 1% figure would be more our own experience. 

MR. LAWRENCE: In the Small Loans Act -- we 
have had some, of course, it's federal legislation -- 

MR. POSLUNS: I would be surprised if that 
were a true figure though. I don't know how it's based 
or -- 

MR. LAWRENCE: Superior Finance now is a 
federal company acting under the Small Loans Act. I 
think you are the first representative we have had 
registered under the Small Loans Act even though it's 
federal responsibility, we are getting a number of 
suggestions here about how to handle the maximum amount -- 
under that Act should be increased. It's $1500 at the 


moment. Do you have any views on this? 
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MR. POSLUNS: Well I think that ‘the -- parti- 
cularly the area of $1000 to $1500 -- should be increased 


because it's not very practical for any company to lend 
money at 3% per month when their cost of borrowing is 
higher than that without any other expense. I think 
that that particular area should be increased because 
many people who wish to borrow between $1000 and $1500 
could find themselves unable to do so. 

MR. LAWRENCE: Does your rate of interest 
increase: once you get over the $1500? 

MR. POSLUNS: Yes, sir, 

MR, LAWRENCE: It does. By what -- under 
the Act you can get 12% for $1500 and under; is that 
right? 

MR. POSLUNS: No. It's 2% up to $300.00 but 
it's 1% from $300 to $1000 and 4% , so most of our 
loans would be under $1000 and very seldom would we go 
over $1000 -- and I mean this is the experience of all 
small loans companies. 

MR. LAWRENCE: How does your rate of interest 
to these people then jump once they get above the 
restriction of the Small Loans Act? 

MR. POSLUNS: Well, as I say, from 1 1/3% a 
month. The rate would be pretty close to the $1000 rate. 
Then you take the combination of 2%, up to $300 and 1% 

for $300 to $1000. The effective rate is almost 1 1/3% 
a month, so where a loan is felt to be a one with very 
little risk the rate would be about the same, but not 
$1500 -- I'm talking about a $1000 loan as compared to 


a $1600 loan. 
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MR, LAWRENCE: A representative of the 


consumers group had a few stinging words to say about 
the actions of the partners towards revolving credit. 
She felt that certainly this is one field where -- I 
could quote volumes if we had the atuasiah but I don't 
think we do have -- that is completely breaking down. 
People are getting involved in these department store 
revolving ‘ona teleeameees and really don't know what they 
are getting and really don't know what they are paying. 
is Superior Discount ‘the one heite in Ontario which runs 
your revolving credit: account machinefy? 
MR POSLUNS: * Yes. f. | 
_ MR», LAWRENCE: Do you. have any warning for 

people or do youdiselose to them at. all what is the 
true patente eet that they are eee 

MR. POSLUNS: Yes, there is literature on 
that which clearly indicates that it is 13% on the 
previous month's balance. This is a combination between 
charge accounts and revolving credit. That is, if they 
pay off the account within 30 days there is no charge 
whatsoever. We couldn't afford to operate on this basis 
unless we were to receive rishi commission from Woolworth, 
who own the Woolco Stores or G.E.M., who operate also a 
discount store, or any of the others. 

MR. LAWRENCE: So they pay you for running 
the revolving credit accounts? 

MR. SEDGWICK: Then you charge the borrower 
13%? 

MR, POSLUNS: We charge the borrower 13% per 


month. There is a great deal of paper work involved in 
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the revolving credit. The average outstanding would be 
small '-- about $60.00 -- that means we would collect 
90 cents for that month's billing. When you take into 
account that every charge has to be posted, every payment 
posted and every charge is microfilmed. They have to 
be filed, the statement has to be made out, all posted. 
Their charges are all enclosed -- you probably have 
received them from the department stores -- and postage 
is involved, time and so forth -- it's just not payable 
transaction at all. It just helps the stores to increase 
theiy volume. 
MR. LAWRENCE: Are any of your operations 
involved in the automobile financing business? 
| MR. POSLUNS: No, sir. We did at one time 
put we found that to be -- well, there were just too 
many losses involved. 
MR. LAWRENCE: Too many losses involved. 
Your relationship between your Superior Discount and 
Superior Finance, do you, in Superior Finance let's say, 
if somebody comes in to you for a loan and they are a 
customer of Superior Finance and then they exceed the 
small loans limit, do you try to keep the business in 
the family, of course, do you funnel them over to the 
next desk, to Superior Discount, which -- 
MR. POSLUNS: Well, actually, it's the one 
office that handles all three accounts. 
MR, LAWRENCE: It is, all three. If somebody 
walks into you they don't really know whether they are 


dealing with -- until they sign the papers -- with 


_ ae oT: ve - : 
Me os mai an 
id 08 Ti .OD 6 32 2 au) 


ie 
> 


ed blyow gntbastadwo egetevs oAT bere, @ktvieves oak 


‘tosliloo bivow ow ansem tadt -- 00,088 tuods -- “ft Teme 


ofmt saat woy medW .gnilitd a'dtaem tsdd rot ainso 00 | 


momyeq yisve .bedeoq od oF eed ogtsifo yreve Jatt sdayooos 
ot evsd yodtT .bemfttorotm at egisdo yYeve bas bedeog 
.betdacg Ifs tye ebam ed ot hit Ohbee Sate Sal ~belkt sd 
avec Uldedouq voy -~ besofoms Ifs ers segitsrio tledT 
sgatveog bis -- eetodva tnomeisqed ere med? bevisoet 
eldsysq dom tavt a'dt -= ndvot oa bas ems .beviovwsat at 
asetont od eettota erly eqled taut, $I ifs ¢s sotsosanstd 
| omulov therit 

anttotdsteqo wroy to yas etA saOWAAWAL . AM 
feeentand sntomsantt slidomodns edt at bevioval 

sintt emo te bib’ eW lite .om :eMureoT .AM e 

oot deut stew stedd .ffew -- ed od dgadd bavot ew did 
beviovak aeaaol Yaam 

.beviovat aeasol yism oof :HOMAAWAI .fl 
bis tavooald toktequa twoy ssewled qtdancttete® ~woY 
eYS8 adolf sonentt robweqn2 mt wroy ob .sonsnlt sotieque 
8 ete vend bas meol s tot voy ot at esmoo ybodemoa Tk 
edt bosoxs yedt mont bas sonsnti softequa to temotano 
ni aeentanyd sid qoexo o¢ yxrt voy ob .dimtl easof Iisme 
eds ot 19v0 medd fonnut voy ob .satvoo to .vilmst old 
-- dotdiw .dawooatd tolrequa ot .daesb txon 

eno oft a' dt .ytisutos .[f[9W :a8uure0d .AM 
.atmvooos setdd [fs selbash tsdt solttio 


ybodsnoe TI .ocsvHt ffs ,at dl :MOWAAWAI JAM 


te 


ets ysdt tedtdedw womd yilfset v'nob yedd voy otal alfew | 7 


| dtw Ss ereqsq oft mate Yedt Ittas -~ détw antinab | eS 


oe 


ot heat Pee Veaec % \ tc5oec7n 2 ah ete? sf 


ANGUS, STONEHOUSE & CO, LTD. 
TORONTO, ONTARIO 804 


Superior Finance, Superior Discount or Superior 
Acceptance. 

MR. POSLUNS: Well, I think they are told 
if it is .over $1500 it's a discount company, under 
$1500 it's a finance company. 

MR. SEDGWICK: Your letterhead says (voice 
inaudible) -- 

MR. POSLUNS: Yes. 

MR. SEDGWICK: Your regular letterhead has 
Superior Finance under it, Superior Acceptance Corpor- 
ation Limited and Superior-Discount, is that right? 

MR. POSLUNS: But the signature at the wibe en 
will indicate which company it is. 

| MR, BUKATOR: There was some talk in this 

Committee quite some time ago about the fact that if a 
man buys a refrigerator and finances it, often they will 
come in and take a chattel or a lien on the rest of their 
property, or some of the property in their home. Have 
you ever run across this particular problem? How do 
you feel about disclosure -- if this Committee should 
decide on the Legislature should try to pass the 
necessary -- such as the rate of interest charged on 
your bills? 

MR. POSLUNS: Well, to start with I would 
say that I think the rate should be disclosed. I'm 
not quite sure as to how it should be disclosed because 
I think there is a great deal to be said for disclosing 
it on an effective annual rate but there is also a great 


deal to be said for disclosing it on a monthly rate on 
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the unpaid balance. When you try to determine what the 
rate is on the annual, so much depends on whether you 
deduct the finance charges to begin with or whether it's 
an amortized loan or balloon payment, whether you don't 
do these things. When aman pays a greater payment 
than he is Supposed to -- a man makes a loan of $600 
and is supposed to pay, say, $'20 a month but he finds 
a means to pay $40 a month, he is only paying on the 
unpaid balance. I think this is more meaningful to a 
borrower when he knows the sooner he pays it off the 
smaller his balance and the less are his charges. I 
think that the way the Small Loans Act operates in 
disclosing the rate on the unpaid balance is --perhaps 
this would be more understood by these people, Whether 
there is any way of changing that once a man is told 
that. this is the rate on the unpaid balance, -- of 
course the word "unpaid balance” should always be there-- 
then I think that people would know what they are 
paying. 

MR. BUKATOR: Then you are quite in agreement 
with -- 

MR. POSLUNS: Yes I am for disclosing it -- 
I'm not quite sure which is the best method. 

MR. BUKATOR: We're not either, I guess, 
for the time being. 

MR. MACDONALD: Mr. Posluns, you said that 
you rarely make a seizure in the instance of chattel 
mortgages. You also commented that you rarely take 


legal action in the instance of land mortgages because 
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1| there usually isn't an equity there. Well, I take it 
2| the main purpose of the mortgage then is to just to 

3] depend the sense of committment? 

4 MR. POSLUNS: I would say yes. That's just 
5| about the -- 

6 MR. MACDONALD: How frequently would you -- 
7] I suppose it would depend on what yardstick you are 

8| going to use now -- how frequently would you take 

9| action in seizing on chattel mortgages? 

10 MR. POSLUNS: On chattel mortgages I would 
11| say, well perhaps there might be the odd case or two a 
12| year, on chattels. 

13 MR. MACDONALD: Well then, what do you do? 
14]| Do you, in effect, wipe out the loan as a bad debt? 

15 MR, POSLUNS: I think you will find that is 
16] true with most companies. We are not alone in this. 
17 MR. MACDONALD: What percentage of default 
18| do you run into? 

19 MR. POSLUNS: We run into about 13% through- 
20} out the whole chain. 

21 MR. LAWRENCE: The whole chain -- all three 
22|| companies? 

23 MR. POSLUNS: All three companies. 

24 MR. SEDGWICK: By that you mean ultimate 

25|| defaults or defaults which may be caught up by pressure 
26|| being put to bear? 

27 MR. POSLUNS: Ultimate. Our defaults would 
28 || be about 2%. 


29 MR. SEDGWICK: You recover about half of them? 


df osled I (flow .stedd ystupo ns daet wlsvaw" 
od gaut od ef send ousaitom odd to sacquva atam.edd |S. 
‘¢dasmidimmos to sence edd daogeh 18 
jaut e'ded® .esy yaa biwow TL .BW0Le0T. . 5K eivrome Be Ia 
orev edld dyods 
i yoy biyuow yldmevpett woll. :GJAMOGOAM. AN 
ers NOY Mottabisy vedw ao bmegeb biyow gt seogava I 
exes voy binow yi dmeupest giants won say of gatog 
fasasgdiom Iesteado no gatsiea al notjos 
bryow I aegegdtom Lestdsdo mo ; BUUIB04 Mie asters 
ps owt to saso bho odd ed dintm eredd aqedteq [low .ysa : 
.eleddaio m0 .tR8Y Ist 7 
fob voy ob teacw madd [feW  :QTAMOMOAM LAM oon Gg a 
fsdeb bed s as asol ect tuo eatw .doette af qwoy od c 4 
at ded batt (itw voy dated I sAMode0d . AM eee 
_atdt at emote tom exe oW .actmaqmoo daom déiw exad at 
diveteb to eustneoteq dadW :GAMOCOAM AR . ide 1¥ a 
fodat mux woy.ob |8k 
-iguotdd R&l dveds o¢at avi oW :auUIGOd aM twat Qf ¥ 
sttedo slow odd tuo | 08 i 
sett [fs -- mtsdo efodw sit sHOWMAWAL .AM = hab rg 
faeinsqmoo ic 


.aotnsqmoo seindd [fA <GWUdeo0o .fM an les 


a) ao 


stemtiiu meom voy tend vy :AOIWHdHe . AM ibs 
exyasexq wd qu toavso od yen doftsdw adiusisb ‘to adivustep 
ftsed ot tuq gatod yes 

bivew atiusteb sO .edsmidiU <s@WI@0l .AM) © i) oy 
XS duods od [8s 

des 


. Fo 


tmedd to tsd tyods tevoost wo¥ :MOLWOUHS .AM 6 6 leoal 
+ : Auae ay si i 


aren ——". ’ : . a _ - 
— +: ¥ > “a ~ a 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 807 


MR. POSLUNS: We recover about approximately 
one-third. 


MR. MACDONALD: This percentage you quote is 
on your volume? 

MR. POSLUNS: On volume outstanding, not on 
the volume of business done -- it would be higher on 
the volume of business done, -- but on the volume of 
business outstanding. 

MR, LAWRENCE: That would be written off 
as uncollected bad debts? 

MR, POSLUNS: Yes. 

MR. WHITE: I have a few questions. I don't 
know how significant they are but I hate to be left out. 
On this 1.260% on outstanding balances, if you are 
borrowing $9.00 for every dollar of equity, then your 
profit on equity would be ten times that amount, or 12% 
on equity, I suppose. Is that a -- I don't want you to 
reveal your ratio, but is that about the ratio of 
indebtedness to equity in this type of business? 

MR. POSLUNS: Yes. 

MR. WHITE: About 9 to 1? 

MR, POSLUNS: About 9 to 1. It might be with 
some companies. We are not a public company. Our 
borrowing is all done -- well it comes from two sources, 
banks and insurance companies -- and our borrowing would 
be less than -- our equity would be more than 1 to 4, 

MR. WHITE: Your equity is about -- 

MR. POSLUNS: . At this point about 1 to every 
3 dollars borrowed. 


MR, WHITE: So then, your profit is four times 
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MR. POSLUNS: On equity, yes. 

MR. WHITE: Do you borrow from your affiliated 
companies? 

MR. POSLUNS: Well, all the borrowing is done 
by the parent company. They, in.turn,. lend it to the 
affiliated companies at the same rate, 

MR. WHITE: Your profit figure doesn't really 
prove a lot, I suppose, because there are reserves and 
such like. I mean I am puzzled as to why you put it 
in here actually. 

MR. POSLUNS: Well, I thought perhaps this 
might, be meaningful to you. I didn't know whether this 
was of any significance at all but when you are dealing 
with rates perhaps it does have some bearing. 

MR, MACDONALD: You keep a reserve for bad 
debts? 

MR. POSLUNS: Yes, sir. 

MR. MACDONALD: An annual -- 

MR. POSLUNS: An annual reserve for bad 
debts of 2%. This, of course, is a figure that's agreed 
upon by the Department of Income Tax and ourselves. I 
mean you can't just set up any figure you like, it's 
one that the Department will agree is a fair one because 
this affects your profit and your income tax. 

MR. WHITE: Is there a level at which the 
reserve cannot go beyond? 

MR. POSLUNS: I think they base the decision 


on the experience of your company. I think with some 


ee 2 ee 


pe = sien 


, AN 


“29% <Vetups m0 :BMUIe20T am 8 8 Ug 


. 


pbodstittts INOY mort worrod yoy od “:a@TIHW ; 
sean 
(Snob af aniworiod edd Ife If6W :8i02804 LAM” 
edd ot FE basl wats at eYonT =, UNBqmon dnetsq edd yd 
S38 omse edd te astasqmoo betel ltits 
Viftsex t' maeob siygtt ditouwq woY :STrHW AM 
DNS BeVTeeet org eredy eaugoed Seoqqua I tol s svorg 
tt tuq woe uiw ot as belssuq Pr I msem I lesttl dova j 08 ay 
VUisutos ered at iit 
aldd agsdioq teiguodd I .tfew :anureo4g . AM ist 
atdd verdedw womd tabib I soy od futgntasem ed tdgtm [et 
aniiseh ers woy medw dud ifs gs soneolttagts wie to esw | at 


-anliged eamoe svad aso 3} eqaiieq seta: ddiw [al 


Dad vot evtsasy 6 qegxt yoy :QIAMOCOAM  , se | jot 
Faddeb bs 
tha (wey :AMOIAOT , im | < be : 
~~ fatiane aA :QIAMOCOAM JAM jet 
bad 0% svvegex [sunns nA EMUIEC! . AM jos 


es7gs a'tadt eivatt s at .santon to etdT “RS to atdep [is 


I .aevisatwo bas xsT gmoonl to tasmIrsqed edd yd slog: ss ' 
B'tE .ontf WoY siuglt yas qu tse Jvaut J'ns9 Joy msom : 
} 
{ 


ausosd 910 ttst s at sstyg [fiw tnemitsqsd sat ted3 sno 


Ex 
7 


-Xsd omoont avoy bas ditory Woy avoetis atid 


Sat dotdw ts [evel g sxe el :aTIHW AM 
YOxoyed os tonnso SvIse9% 
jotatosbh edd saad vent anti? I :euuzre0d aM 


—Smoa ditw aatdt I .yneqmoo “0Y To eomsitegxs “oat “a0 4 


a? eest 5 it, Nasty ce a ee 7 Jame 
_ 7 7 


ANGUS, STONEHOUSE & CO. LTD, 


TORONTO, ONTARIO 809 


companies it might be lower and some companies higher. 

MR. WHITE: I was curious as to why you charge 
up to 2% on secured loans and 13% on unsecured revolving 
credit loans but perhaps we answer the question -- does 
Woolco and G.E.M. pay a service charge for that? 

MR. POSLUNS: Yes, they do and besides we 
have certain expenses that are not inherent in the 
revolving credit. We don't advertise, we don't pay any 
rent and we operate an office within the store. 

MR. WHITE: And I suppose if the indebtedness 
isn't paid it's recourse? 

MR, POSLUNS: At some stores it's with 
recourse and some without and then the amount of 
commission we get from the store varies depending on 
whether it's with or without recourse. 

MR. WHITE: And you've got no recourse on 
the loans so it sometimes has to be higher, is that 
how it works? 

MR. POSLUNS: Yes, that's right. 

MR. WHITE: Now, I want to make sure I under- 
stood virtatiive hae atii you made and that is that all these 
loans are amortized over the period -- is there no 
balloon payment ever at the end? 

MR. POSLUNS: That's right. 

MR. WHITE: Well, Superior Discount would not 
have any dealers as such, They are doing business 
directly with the borrower; correct? 

MR. POSLUNS: That's correct, on loans, yes. 


MR. WHITE: Not on revolving credit obviously. 
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MR, POSLUNS: On revolving credit, in many 
instances we don't see the purchaser. All our corres- 
pondence is direct between us and the purchaser, but 
sometimes they will pick up an application in the store, 
fill it out and drop it in the box. Based on the 
application if the credit is approved you never see that 
purchaser. 

MR. WHITE: Now then, Superior Acceptance 
are buying trade paper from dealers presumably, with 
or without recourse, depending on the nature of the 
agreement with the dealer. Now what do you think of 
the current practice -- if a consumer goes and buys a 
refrigerator and pays a very scanty down payment, of 
adding in some other possession, perhaps a television 
set bought and paid for some time previously? I know 
that this is happening and I frankly think it has 
dangerous consequences. I would like your comments on 
that. 

MR. POSLUNS: Well, this is news to me. I 
never heard of it before. I personally always adopted 
the attitude that if you have good intentions to pay, 
anything that you have as security should be lodged. 

I think that's the same kind of attitude your banker 
would take with you if you were borrowing a great deal of 
money from him. I know that I am personal guarantor to 
the bank or to any other lending institution that I borrow 
from. And I have no qualms about it, because I feel that 
certainly I have intentions to pay that loan. 


MR. WHITE: Well, I know this is the argument 
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but of course it removes a check on the dealer. a ga 
may -- 

MR. POSLUNS: Well then you are getting into 
a different area of selling someone a television set 
that perhaps he is going to have trouble with and if 
the dealer isn't a reputable one and he won't accept 
the return of it then, of course, that's something else 
again. I think that in the main -- and this we have 
learned from experience -- that the healthiest, happiest 
way to remain in this business is not to do business 
with dealers whom you have any question about. 

MR. WHITE: Your firm would have no objection 
if the appropriate government passed a law restricting 
collateral to the goods actually purchased on a 
conditional sales contract? 

MR. POSLUNS: Well in our case it's always 
been that way. We have never secured a conditional 
sales contract with any other goods or any chattel 
mortgage. 

MR. WHITE: I think the chattel mortgage 
has to be written maybe on the other goods. I think 
that's the legal technicality but the effect is that 
the fellow who purchases the refrigerator also pledges 
other furnishings that have been paid for sometime 
previously. 

MR. POSLUNS: Well, as I say, we have never 
run across that. 

MR. WHITE: Well now, would you have any 
objection if the appropriate government required 10% 


down payment ? 
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MR. POSLUNS: No, I wouldn't. I think that 
a man purchasing something should be in a position to 
pay at least 10% down. 

MR. WHITE: And yet you are likely doing 
business with dealers who require no down payment, I 
_ suppose? 

MR. POSLUNS: It's on a very rare occasion 
that we would accept a contract without at least a 10% 
down payment. 

MR. WHITE: Now when you refer to these 
contracts being open, of course it means that the 
borrower can repay the note at nyt time? He does not 
get -- if he took a 2-year loan and if tan finance 
charge was, let's say, $200.00 and if he repaid at 
the end of one year, he wouldn't get $100.00 back 
would he? 

MR. POSLUNS: No. The rebate chart -- and 
I have one here if you would like to see it -- the 
rebate chart is based on the plan of 78 and it's one 
that has been adopted by the Bankers' Association and 
perhaps other finance companies. The acceptance 
companies use the same one, at least the larger 
acceptance companies. 

MR, WHITE: You are really getting back the 
rent on the money itself, which is only -- 

MR, POSLUNS: Yes, you are getting back -- 

MR. WHITE: Now, my final question is: What 
portion of your loans would be secured by a mortgage -- 


a mortgage on property? 
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MR. POSLUNS: I would think about half. 

MR. WHITE: About half. ‘That's all, thank 
you, 

MR, POSLUNS:: That is if they are large 
loans. All the smaller loans are om any -- 

MR. WHITE: Larger meaning over $1500? 

MR. POSLUNS: Yes. | 

MR. BELANGER: Mr. Posluns, -(voice inaudible) 

MR. POSLUNS: Yes. On the revolving credit 
the rate is 13% per month on the previous month's 
balance. If the customer chooses to use this as a 
charge account there is no interest shown on his billing 
for the first month because it ‘started without a previous 
balance, Anything that he has bought during that month 
and paid it off within 30 days there is no charge at all 
for it. Anything over that, if he goes beyond that, 
there is this 14%. We do receive from the store a 
commission for handling this business. 

MR. BELANGER: Suppose we say, let's take 
for example, a man comes in to purchase a refrigerator 
and (voice inaudible) 

MR. POSLUNS : Well that's something else 
again. This is not revolving credit, that's a 
conditional sales contract. 

MR, BELANGER: I see what you mean, yes. 
Suppose we take it on this ban --(voice inaudible) 

MR. POSLUNS: We take a conditional sales 
contract on larger items such as appliances. 

MR. BELANGER: Well then, what about the 


rate of interest there? 
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MR, POSLUNS: The rate of interest there 
is -- that's handled through another company. That's 
Superior Acceptance Company. There is a 10% added on. 
It has an effective rate of about 13% a month. 

MR. BELANGER: (Voice inaudible) 

MR. POSLUNS: Not in very many cases. This 
is purely a business reason. Firstly we hope that when 
this person gets back to work or perhaps has been ill 
or been laid off, that he will start making his payments. 
secondly, if we were to repossess it likely we would 
realize very little for it after you deducted your 
expenses in picking it iy storing it, you have certain 
legal procedures you have to take before you can 
dispose of it, you have to give them 21 days notice, 

It just doesn't pay from public relations or from a 
purely business standpoint and, as I say, very seldom 
will an article be repossessed.If someone should just 
get up and move and leave everything, why then -- those 
would be the rare cases in which they would be 
repossessed. 

MR. BELANGER: Well then, suppose we say 
(voice inaudible) 

MR. POSLUNS: Again, by the time we got 
through with a law suit ~- in our business we find that 
most of the people are honest, most of the people have 
good intentions to repay and we base our credit on 
our experience and we find that that is the case and, 
as I say, there is perhaps 2% loss that we take on 


the overall. 
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THE CHAIRMAN: Do you have any questions, 
Mr. Hoffman? 

MR. HOFFMAN: Yes, Mr. Chairman. I was 
wondering, in view of the (voice inaudible) 

MR. POSLUNS: Well, it might sound high but 
when one takes into consideration the nature of our 
business you will find that there isn't a great deal of 
talking to that. There is considerable amount of 
expense involved in addition to loss. We are not in 
a position to borrow money at the same rates that banks 
can borrow, or eine companies can borrow, or insurance 
companies, and all of this adds up to a sizeable amount, 
Nor Jonthone offices do the tremendous volume that, 
for instance, a bank branch would do or a trust company 
would do. 

MR, HOFFMAN: (Voice inaudible) 

MR. POSLUNS: No. It isn't because ours 
would be lower. I think that would be general through- 
out the business. <A loan company who handles many 
accounts and an average outstanding which isn't too 
high, the cost of handling that account would be much 
higher than an insurance company which handles straight 
-mortgages or even an acceptance company which handles 
moter cars because this paper automatically comes in 
without advertising costs and perhaps one girl in an 
office could handle many of these applications a day 
because they are most of them with recourse, most of 
them have the required down payment -- it's a matter 


of routine approving them. Whereas in handling loans 
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it is quite different. 

MR. HOFFMAN: (Voice inaudible) 

MR. POSLUNS: I beg your pardon? 

MR. HOFFMAN: I wonder -- am I right in 
that the cost of such loans are between 16 and 24% 
annually? 

MR. POSLUNS: Our costs? 

MR. HOFFMAN: Yes. | 

MR. POSLUNS: They are very close to that, yes 
they would be very close to the rate we charge. 

MR. HOFFMAN: It certainly seems high -- 

MR. POSLUNS: Well, I think on the surface 
it sound high, I think on the surface it would sound 
high, I think if I were in your position I would think 
so too. 

MR. HOFFMAN: (Voice inaudible) 

MR. POSLUNS: No, because our losses have 
only amounted to about 1 1/3% -- 

MR. BELANGER: What was that figure again -- 
your losses? 

MR. POSLUNS: Our net losses would be about 
1 1/3%. Now the actuarials are about 2% -- 

MR. LAWRENCE: Is this all three companies -- 
the average of all three companies? 

MR. POSLUNS: All berks Soebgasite ds 

MR. LAWRENCE: These figures you have given 
us here are for Superior Discount alone? 

MR. POSLUNS: They are for Superior Discount 


alone. 
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MR. LAWRENCE: The same for the others? 

MR, POSLUNS: Yes. | 

MR. BUKATOR: Well, i'm going back to my 
old question again, Mr. Chairman. Is there a possibility 
that you would tidy up a borrower's house for him if 
he found himself with many debts and do you have a 
field representative or someone who would look into this 
matter for him and try to consolidate his debts for him? 

MR. POSLUNS: Yes. | 

MR. BUKATOR: You do that? 

MR. POSLUNS: Yes. 

MR. BUKATOR: Do you find, at times, that -- 
maybe you have heard of companies that have purchased 
these debts that are outstanding, simply because they 
are not too secure, for a lesser amount of money than 
the figure involved -- let's say that I owe $300.00 and 
there was no way of me paying off and yet a sini who 
is going to invest his money is going to pick up all 
of the debts and maybe my paper could be bought at a 
discount of one-third of that, $100.00. Has your 
company ever done this sort of thing for :a client? 

MR. POSLUNS: No, we have never done Chat. 

MR. BUKATOR: You have Serer done that. 

MR. POSLUNS: I would think it would be a 
poor risk if someone would want to sell it to you for 
$100.00 -- chances are -- 

MR. BUKATOR: I have known of accounts which 
are picked up for as little as ten. But when they were 


put into one basket, only one payment, this individual 
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could pay that bill. I'11 find someone yet who does 
this sort of service for the public. I'm going to keep 
asking that question. 

THE CHAIRMAN: Mr. White, I believe, has a 
question. 

MR. WHITE: I would like to get your comments 
on this although I know from what you have said that 
you are out of the car financing field. You did say 
that, didn't you? 

MR. POSLIINS: Yes. 

MR, WHITE: A constituent of mine came to 
me a week ago, very distressed because of a garnishee, 
which he thought would cost him his job and because of 
the degree of indebtedness which made personal 
bankruptcy almost inevitable. While Art was paying on 
his indebtedness he ran into a car dealer. This 
unsophisticated buyer, a year ago, took a car which 
he owned to a used car dealer and got a somewhat newer 
used car. The price on the new car was $1,000.00 and 
they allowed him $200.00 on the car that he owned, so 
he owed them $800.00. Now the car was no good so he had 
a lot of expense and he wasn't able to keep up his 
payments. Two and a half months after he had gotten 
the car, they repossessed it. 

MR. POSLUNS: They sold it? 

MR. WHITE: Yes, the finance -- well, or the 
dealer. I guess there was recourse on it. And by the 
way the finance company was considered reliable. It's 


a well known firm and is in the same category as your 
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own company, if I may say so. They have got a good 
reputation. They sold the car at auction for $300.00, 
leaving this young man owing them $900.00. You see 
the picture. He lost the car he owned and ended up 
owing them $900.00 in addition which he cannot pay. It 
seems to me the solution to this type of injustice -- 
and I'm inclined to think the dealer was responsible 
for what looks like this hanky-panky -- I think the 
solution might be to confine the collateral to the 
goods being purchased. Then in this case, when the 
dealer repossesses the car the buyer would not owe him 
any further sum of money. I only hesitate to make this 
ittebtros to the Committee because it might inhibit a 
lot of business. Now, can you tell me if it would 
have any adverse effect on the economic activity of the 
Province? 

MR. POSLUNS: I think it would. I don't thi 
that any finance company will accept that paper on that 
basis unless they had recourse through the dealer. 
Notwithstanding that, I think that this is a good point 
and I think it is one I would agree with because the 
dealer should be well satisfied to repossess the car 
in addition to the down payment he got. So that this 
purchaser wouldn't be subjected to any further cost if 
he wished to give up his car and use his down payment. 

MR. WHITE: It would automatically police the 
dealers, wouldn't it? 

MR. POSLUNS: I would think so. 


MR. SEDGWICK: Always assuming that the car 
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was in as good condition when it was repossessed as it 


was when it was sold. 

MR. POSLUNS: Yes, I can see the problem 
there. 

MR. SEDGWICK: He went in drag races with it 
for three or four months. 

MR. POSLUNS: Yes, I suppose he could have 
wrapped it around a pole or something. 

MR. LAWRENCE: There was another suggestion 
made the other day which again falls completely within 
federal jurisdiction and that was the question of the 
liability of the holder of a note with recourse. So 
oben ih these things the purchaser can't go after the 
man who has collected the money because he is just the 
acceptance company who pought the paper. If. the 
purchaser of the paper was responsible, if he was 
liable for all facets of the transaction of the 
original vendor and the goods involved, this would 
inhibit the acceptance corporation -- | 

MR, POSLUNS: If he is a reliable acceptance 
company, as most of them are, I think that eventually 
if he receives too many of these kind of transactions, 
he is going to stop the business with the car dealer. 

MR. LAWRENCE: With the car dealer. Well now 
I'm not talking about car dealers, I'm talking about 
refrigerators de Earapcsise sets or -- 

MR. POSLUNS: I'm just wondering whether the 
solution wouldn't be the policing by means of licensing 


all of these people where you receive -- 
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MR. LAWRENCE: Licensing the dealer? 

MR. POSLUNS: Yes. People who patie 
merchandise from door to door -- there have been a 
great deal of complaints about that, those kind of 
transactions. Even mortgage brokers or money lenders 
or -- just as the small loans people are. Perhaps even 
enlarging the powers of the Committee so that they can, 
with sufficient evidence, discontinue the licence. If 
the Committee receive a number of complaints about a 
certain party -- 

MR. LAWRENCE: The licensing body? 

MR. POSLUNS: Yes, the licensing os might 
have the power, just as they do in other trades, just 
as they do in hotels and restaurants -- 

MR. SEDGWICK: Licence everybody -- 

MR. LAWRENCE: We are essentially dealing 
though with the cost of credit in Ontario. Do you 
think that these restrictions -- if government moves 
into this field -- I agree that something is certainly 
necessary, but do you think these moves are going to, 
in effect, increase the cost of credit in Ontario? 

MR. POSLUNS: No, I don't think so. | 

MR. LAWRENCE: For instance, supposing 
somehow or other -- where a man is being sued ona 
promissory note the expense to that would be to bring 
in the original transaction and presumably the acceptanc 
company only goes back to the dealer. 

MR. POSLUNS: If it's with recourse. 

MR. LAWRENCE: In effect isn't this going 


to boost up the cost of credit --? Won't acceptance 
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companies be a lot more wary of who they take the stuff 
from? 

| MR. POSLUNS: Yes, I think they will be, but 
I don't think it would increase the cost. 

MR. LAWRENCE: You don't think it would 
increase the cost? 

MR. POSLUNS: I don't think it would increase 
the cost. I think that they will be perhaps more 
careful, more particular as to the kind of people they 
accept as borrowers. This would be governed mainly 
by competition and the system you operate, I think that 
would take care of itself because anyone who charges 
an excessive rate , is unethical, is soon going to -- 

MR, HOFFMAN: Mr. Chairman, I'm not sure that 
I got the answer to my question. Mr. Posluns did say 
that the rate that was charged might be regarded as 
a relatively high rate but I want to know how that is 
justified? | 

| MR. POSLUNS: It is justified by the various 
costs that are involved in the operation of a business 
such as ours. I think if you were to diagnose and 
analyze the operation that we have, or other companies 
like ourselves, you would soon realize why, on the 
surface, this might seem like a high rate. Actually it 
isn't, taking into account our costs. 

MR, HOFFMAN: Is there any suggestion then as 
to how these costs might be brought into line in order 
that the public might --(voice inaudible) --Do you have 


any suggestions along that line? 
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MR. POSLUNS: Well, as I was saying a moment 
ago, I think the costs will be controlled primarily, 
can be controlled primarily by competition. We find 
that competition is getting keener all the time. In 
the last eight or nine years there have been a number 
of large finance companies that have come up from the 
United States, banks have taken over a considerable 
amount of financing, competition just gets keener 
and unless you are going to meet competition -- and 
this is a healthy system we operate under -- you are 
just not going to get the business. 

MR. HOFFMAN: I might assume from that, sir, 
as long as the competition does not come up to the 
point where it demands you to lower your rate, you 
will continue the way you are? 

MR. POSLUNS: As long as we show what we 
consider a normal profit, reasonable profit, and, 
keeping in mind that we do have to do some business in 
order to maintain expenses, to take care of our expenses, 
that we will keep the rate as low as we possibly can 
and try to even beat competition if we possibly can ne 
long as we show this nominal profit. By increasing 
our volume, we have an adequate one to increase our 
profits as well. Although our percentage will not 
increase, our x number of dollars will. 

THE CHAIRMAN: Any other members have any 
questions? 

MR. REILLY: Mr. Chairman, most of the 


questions I had in mind have been answered. I would 
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like to have a rebate chart, however, Mr. Posluns, 
showing the percentage that you pay back to the 
borrower. Thank you. 

THE CHAIRMAN: Do you: have-a question as a 
result of the information on the chart? 

MR, REILLY: No. I have a peecaric case in 
faind. I want to consult the chart. 

MR. O'HEARN: I would like to appear before 
the Committee -- could I have the opportunity to come 
in for -- 

THE CHAIRMAN: What is this, Mr. 0'Hearn? 

MR. O'HEARN: I want to appear before the 
Committee, Mr. Chairman. I want to know whether I can 
subpoena certain people? 

MR. SEDGWICK: Well, the Committee, ff 
understand, has a rather large proceeding that began 
on the 12th of August. But if you and I could get 
together, I'll do what I can. 

THE CHAIRMAN : No further qv stions? 

Thank you very much for appearing, Mr. poneaner We 
appreciate the information you have given. It will be 
most helpful. 

MR. POSLUNS: Lots of luck. 

THE CHAIRMAN: This meeting is now adjourned. 

MR. O'HEARN: Mr. Chairman, if the meeting is 
adjourned, when are you going to take into consideration 
my request of you this morning? 

THE CHAIRMAN: We are going to adjourn the 


meeting and will reconvene at a private meeting if it is 


necessary. This meeting is now adjourned. I would ask 
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members of the Committee to remain. The members of 


the press and the spectators are not to remain. 
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